
















HOUSING—THE CONTINUING PROBLEM

SUMMARY AND FINDINGS
By Thomas C. Blaisdell, Jr.*

SUMMARY

What is Needed

For the millions in our cities who live in houses and 
tenements that are dilapidated, unsanitary, and over­
crowded, there are no other living quarters available 
at a price which they can afford to pay. A part of our 
population has always been adequately housed—that 
part which offers the incentive of a profitable market to 
private-building enterprise. But for the lower income 
groups we need more houses; we need better houses; 
and we need houses at the lowest possible cost.

This new housing must provide houses for both 
owner occupancy and rental. A large percentage of 
people now live in rented houses and apartments and 
will probably continue to do so.

Home ownership for everyone is not a feasible 
objective. Under many circumstances, home owner­
ship is more costly than renting, and the risks are great. 
Under existing conditions, there are the dangers to be 
faced of property and neighborhood deterioration, of 
buying a poorly built house, of being unable to meet 
the long-time obligations involved. Moreover, there 
are people who prefer, or whose circumstances make it 
advisable for them, to rent rather than to own their 
living quarters. There are those whose present financial 
position is good but whose future is not assured, those 
who have been unable or do not wish to save, those who 
wish to invest their savings in other ways, those whose 
place of employment is likely to change, those whose 
occupation demands frequent absences from home or a 
central urban location, those who are old and who do 
not wish the responsibility of a home of their own, and 
those who are young and need only small quarters. 
For all these people rental housing must be provided.

It is obvious that different kinds of housing are 
necessary to meet different needs. Small inexpensive 
but well-designed and well-constructed houses must be 
built for owner occupancy or rental. Although actual 
experience in rehabilitating old dwellings for low
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income families is meager, it is possible that under 
certain types of financing, economical housing can be 
provided in this way for a small proportion of low- 
income families, particularly the larger families in this 
class. Large-scale rental housing projects offer,' per­
haps, the most promising means for meeting the current 
need of better housing for those whose finances and 
tastes are not favorable to home ownership. The 
centralized ownership, control, and management of a 
large housing project allows the maximum efficiency 
and economy in construction and maintenance. Fur­
thermore, the large housing project offers the greatest 
resistance to obsolescence, which lowers not only 
property values but living standards as well. The 
single house or apartment building is too small to 
resist a downward trend in the character of the neighbor­
hood. The large-scale project, on the other hand, 
may do this quite successfully, especially if it is large 
enough to constitute, in itself, a coordinated neighbor­
hood entity.

1

The Economics of Housing

Unless subsidized, the construction of new housing is 
not ordinarily begun until such activity promises a 
profit. The prospect of profit appears when the return 
from existing properties is more than the cost of build­
ing and maintaining new dwelling units with equivalent 
advantages and accommodations. The return from 
existing properties reflects in a general way the current 
relationship between the demand for living quarters 
and the supply.

The demand for dwellings is determined by the 
number of families to be housed in a given area, the 
size of their incomes, and the portion of these incomes 
that they are able and willing to spend on shelter. 
Thus, even though the number of families increases 
during a period of falling incomes, the demand for 
housing may decrease as the families “double up” to 
save money. Similarly, an increase in the cost of such 
an essential as food or a widespread preference for 
spending money on automobiles or summer holidays 
rather than for living quarters may decrease the amount
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most favorable industrial or commercial use to which j 
the land may be put. If this land is used for housing 
purposes, it is necessary to construct on it living quarters 
for as many people as possible in order to reduce the 
cost of the land per family. With industry and com- \ 
merce moving to the suburbs and with the transit facili­
ties of the modern city, it is no longer necessary to 
crowd people together in the center of the city. The 
reduction in livability that results from such crowding 
is apt to be much greater than the reduction in cost 
to the occupant, since land is only one of the items for 
which he must pay. A less obvious but important re­
sult of land overcrowding is to increase materially the 
operating expenses of housing. When the type of 
physical structure makes impractical a large degree of 
operation and maintenance by the tenant, either rents 
must be greatly increased to provide for these services 
or the standard of the housing will deteriorate rapidly 
from inadequate upkeep and faulty operation. Greater 
comfort and economj7 may be attained by building on 
cheaper land in outlying districts, which improved 
transportation facilities have made readily accessible.

Land values in occupied slum districts arc, in many 
cities, too high to make these sites practical for new 
low-cost housing projects. Satellite cities or suburbs 
are often the most desirable type of development where 
a large building project is contemplated, and a small 
project can best be placed in the outlying districts of a 
central city or of its suburbs.

The actual cost of the land, however, is not the only 
housing cost which the choice of site for a new develop­
ment may affect. The monthly charge for electricity, 
water, gas, garbage collection, and similar services varies 
in different locations. So do taxes and assessments 
and general community costs. The costs of materials 
and of labor vary somewhat with location owing to 
different building regulations, delivery charges, and 
wage rates. Obviously, transportation costs to and 
from places of employment are not uniform regardless 
of location. In selecting a site for a new low-cost 
housing project, all these factors must be taken into 
consideration and carefully weighed from the stand­
point of relative cost.

The locations selected for new metropolitan hous­
ing projects designed to accommodate families in the 
lower income ranges, at a price they can afford to pay 
and in accordance with at least the minimum standards 
of health and comfort, should be within convenient 
reach of major employment areas, and of adequate 
schools, playgrounds, and local shopping facilities, 
existing or to be provided as part of the housing project. 
The sites chosen should be easily accessible to good and 
reasonably priced water supply, sewer, and electric 
facilities; and the cost of the land itself should be 
sufficiently low to preclude any necessity for over-

of money families can or desire to spend for shelter 
and, therefore, the demand for housing.

Now, any decrease in the demand for housing in 
relation to a given sup pi}7 results in vacancies and, 
therefore, in lower returns on existing investments in 
housing and a consequent falling off of construction 
activity. Conversely, when during a period of steady 
or rising incomes, the number of families to be housed 
increases and no disproportionate demands are made 
upon their incomes by other needs or desires, more 
houses are called for as families seek separate and 
more comfortable quarters, and gradually, as vacancies 
disappear, rents and property values rise. As soon as 
this rise is sufficient to make the construction of new 
housing profitable, additions to the existing supply of 
dwelling units will be begun.

How high rents and property values must be to 
stimulate new building will depend on the cost of 
housing to the property owner, that is, on the cost of 
land, of improvements, of building, of financing, of 
taxes and assessments, of maintenance, of the loss due 
to obsolescence and depreciation, and on such supple­
mentary costs as utility service charges, those for trans­
portation and for community services not adequately 
provided by public agencies. All these costs must be 
met by the owner-occupant or, insofar as they can be 
passed on to him, by the renter. Unless rents and 
property values are sufficiently high to cover these 
costs and yield a profit, there is ordinarily no incentive 
for investment in new housing.

High land values, high building and maintenance 
costs, high financing charges, and high taxes all make 
the cost of new housing high and discourage its con­
struction. In order to encourage the building of more 
and better houses, we must try, on the one hand, to 
increase the demand for houses by raising the general 
level of family incomes among the lower income groups 
and, on the other, to increase the supply by lowering 
the cost of housing to meet these incomes. It is gen­
erally estimated that the average low income family 
cannot afford to pay more than one-fifth of its monthly 
income for shelter. For those whose incomes are so 
low that this one-fifth cannot possibly buy for them 
decent housing provided by private enterprise, we must 
build with the aid of public funds. A large proportion of 
the housing for this section of the population will re­
quire, for the present at least, public grants or subsidies.
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Land
Choice of Site

Land, ready to use, that is, improved, constitutes 
from 15 to 35 percent of the total cost of housing. One 
way of reducing the cost of housing is by a careful selec­
tion of the building site. Land values in the center of 
a city are high since they reflect the profits from the
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crowding. The neighborhood stability should be such 
as to minimize the risk of neighborhood deterioration 
and hence, to justify the lowest interest and amortiza­
tion rates.

The difficulty is that in our crowded metropolitan 
regions, much, and in some cases almost all, of the 
desirable land for house building has been ruined by 
unplanned and unrestricted subdividing. This means 
wasteful platting, distorted land values, unpaid pur­
chase contracts, and delinquent taxes and assessments. 
To ameliorate this difficulty, steps must be taken to 
correct the tax-delinquent situation, even if this necessi­
tates the reversion of tax-delinquent lands to the local 
governments, and to make the pooling and replatting 
of individual holdings compulsory in aggravated cases 
of unwise subdividing.

A metropolitan land reserve, that is, land bought in 
advance of need, is a valuable instrument of control. 
It is useful to combat speculation, for public parks, 
forests, parkways, highways, and watersheds, and, in 
many cases, it has been invaluable in making sites 
available, at low cost and without delay in assembly 
and purchase, for new housing enterprises. Such land 
reserves, however, can hardly be developed without 
careful and far-sighted metropolitan regional planning.

5
ning for air and sunlight has never gone out of fashion.

The way houses are grouped on the land affects 
street, yard, and park improvements, and public-utility 
costs. Careful study must be made of the comparative 
cost of developing a site to which existing water, sew­
erage, utility and transit systems may readily be ex­
tended or one for which new facilities must be pro­
vided. The alternative methods of furnishing heat and 
light must be studied with respect to cost. Account 
must be taken of the necessity for providing adequate 
school and recreational facilities, either by utilizing 
neighboring schools and parks or building new ones, 
and consideration given to variations in building codes, 
zoning ordinances, and other regulations which may 
affect housing costs.

The comparative efficiency, first cost, and cost of 
maintenance and operation of alternative plans for new 
housing developments must be carefully weighed in 
order to obtain the maximum convenience and comfort 
at the minimum cost. Economies in space, materials, 
and workmanship must stop short of the point where 
they may increase the ultimate cost of housing by 
increasing the cost of operation and maintenance.

The careful selection of the general location for new 
housing and the careful arrangement of buildings on 
the land are both important considerations in reducing 
the cost of housing and, together, constitute the best 
guarantee against the loss of social and financial value 
through deterioration.

Cost of Construction
Building Materials

The cost of construction is naturally an important 
factor determining the total cost of housing, and con­
struction costs are admittedly high. Building ma­
terials account for roughly from 55 to 70 percent of 
total construction costs, and construction costs aver­
age from 65 to 85 percent of the total cost of a house, 
exclusive of sales and promotional expenses. The 
prices of these materials, therefore, have an important 
influence on the final cost of construction and on the 
total cost of housing. If these prices are high in 
relation to the prices of other commodities, the cost 
of building will be relatively high, and construction 
will be discouraged.

The prices of building materials did not decline be­
tween 1929 and 1933 as much as did the prices of other 
commodities, and in 1933 they rose much more rapidly. 
The result was to discourage construction. In 1934 
and 1935, as the relative cost of building materials 
decreased with the rise in other prices, the construc­
tion industry began to show signs of recovery. During 
late 1936 and the first months of 1937, building material 
prices again rose sharply, and immediately thereafter, 
incipient recovery in the residential building industry
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I Site Planning

The cost of housing is affected not only by the general 
location of the site selected for development but also 
by the arrangement of buildings on the ground. Wher­
ever and whenever possible, the land being considered 
for new housing should be carefully studied in relation 
to the type of development contemplated before that 
land is purchased or construction started.

The type of development and its cost will to some 
extent be decided by whether the new housing is to be 
sold to different owners or kept under one ownership 
and control and rented. The greatest economies in 
site planning can be effected under the latter condition.

The topography of a site will determine not only the 
most suitable landscaping and architectural design but 
also the cost of preparing the land for use and of in­
stalling the utility systems. Arrangement of buildings 
in conformity with prevailing winds and natural sun­
light while it increases livability, may also increase the 
costs of site development. Careful judgment must be 
exercised to determine whether this increase in liv­
ability is sufficient to warrant the additional expense— 
whether through skillful design of buildings the same 
degree of comfort and convenience might not be 
achieved. Whenever this decision is close, the benefit of 
the doubt should go to the better site plan. Apparently 
clever ideas in building design are often less effective 
than their originators believe them to be. They may 
also become obsolete quickly, but sound site plan-
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ment of new and more economical methods of distri­
bution and to make the prices of building materials rigid.

The cost of construction cannot be materially re­
duced so long as the prices of the more important build­
ing materials are artificially maintained, the supply 
restricted, inefficiently and even wastcfully distributed, \ 
and assembled and utilized without benefit of the econ­
omies which would result from the integration of the 
building process or from large-scale building operations. j

To reduce the cost of building materials and equip­
ment in order to secure lower housing costs and, there­
fore, more houses requires an increase in the efficiency 
of production and distribution, standardization of com­
modities and methods, a higher degree of competition 
within the materials industries, and the maximum 
economies in the purchase of materials.

A vigorous enforcement of the antitrust laws and the 
modification of the tariff schedule might, in some in­
stances, .reestablish competitive conditions. Public 
buying policies might be brought to bear on construc­
tion costs. Cooperative buying by governmental units 
and the adoption of related practices might result in 
lower prices. On the basis of a detailed examination 
of each individual industry, devices such as changes 
in tax policies, readjustment of freight charges, manu­
facture and distribution of building materials for low- 
cost housing by relief labor, decreasing of wholesale 
and retail expenses by factory-to-site operations, and 
the like might be found effective in reducing costs.

The greatest economy, however, can probably be 
realized through large-scale construction operations, 
which would permit savings in buying and transport­
ing materials and better organization of the various 
craft operations on the site. Only through such proj­
ects can efficient purchasing come about. This, how­
ever, requires not only a far larger investment per con­
tractor than is now generally feasible but also that the 
contractor be able to operate in one tract or neighbor­
hood. At present, in this country, such large-scale, 
low-cost housing projects can only be undertaken by 
special organized groups.

Labor

The high cost of construction is frequently attributed 
in large measure to the high cost of on-site labor. The 
effect that wage rates can have on total construction 
costs is limited, of course, by the fact that direct labor 
costs constitute only from, roughly, a third to less than 
a half of total construction costs. The high 
rates complained of exist in limited areas and under 
depression conditions are often nominal. Moreover, 
to determine whether wage rates among the building- 
trades workers are disproportionately high, it is neces­
sary to compare these wages rate with those in other 
industries using highly skilled labor.

6
was reversed. Not until late in 1937-, when prices 
again moved downward, did the volume of residential 
construction move upward. Moreover, from the 

of 1937 to the spring of 1938, building material 
prices did not decline as rapidly or as far as other
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prices.
The failure of building materials prices to keep pace 

with the fall in general prices between 1929 and 1933, 
despite the fact that demand decreased to almost 
negligible proportions, and their subsequent dispropor­
tionate rise suggest that these prices are not arrived 
at under conditions of free competition, but are con­
trolled or “managed.” In certain important industries, 
such as steel and cement, volume of production falls off 
when demand does, while prices tend to remain the 
same or to show little decrease. In a competitive 
market, production would not drop if prices remained 
steady, and the normal reaction to a fall in demand is 
a lowering of prices and a subsequent pickup in de­
mand at the lower price level.

The prices of these same materials have often risen 
rapidly with increase in demand, even when this in­
crease is not sufficient to put any strain on the produc­
tive capacity of the industry and, thereby, to warrant 
such a rise. Increased labor costs cannot satisfactorily 
account for a rapid rise in building materials’ price. 
While labor and other production costs have risen 
noticeably in some cases, such increases did not occur 
exclusively in the areas or in the plants producing the 
building materials which rose most in price. Moreover, 
labor costs do not constitute in most cases a sufficiently 
large proportion of total costs to make a 20 or 30 percent 
rise in wages mean more than a 4 or 6 or 8 percent in­
crease in total costs.

While these data indicate that material costs are 
significant in relation to the volume of housing con­
struction, it would be a mistake to conclude that a 
reduction in these costs would have maintained the 
volume of construction during the depression years. 
While a decline in materials and other costs doubtless 
would have had some influence on volume, there are 
numerous other factors involved. Some of these are 
of a long-time importance; others have “cyclical” 
characteristics.1

The inefficiency of wholesale and retail distribution 
of building materials also accounts to an important 
extent for their cost. The multitude of dealers in­
volved in this process compounds the expenses of com­
petition. More efficient organization of the industry 
is needed; but the trade associations which manufac­
turers and dealers have formed in an effort to bring some 
degree of organization into the building materials in­
dustry have done a great deal to prevent the develop-

j Cf cban-ner, L. V., Residential Building. National Resources Committee, Hous­
ing Monograph Series, No. 1,1939.
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An analysis of comparative wage rates shows that 
while hourly rates for skilled workers in the construc­
tion industry are admittedly high, when contrasted 
with the hourly rates of pay for semiskilled and un­
skilled labor in the manufacturing industries where 
mass production b}7 machine is possible, they are not 
out of line with the wages paid other highly skilled 
workers. Furthermore, actual annual earnings of skilled 
construction workers are in reality lower than annual 
earnings of similarly qualified workers in the manufac­
turing industries, when the amount of unemployment 
and underemployment from which the building-trades 
workers normally suffer is taken into account.

In 1936, an average of only 46 percent of the workers 
in the building trades were fully employed, the average 
for all trades being 68 percent. Seasonal and other 
interruptions in the construction industry caused by 
weather conditions mean irregular employment for the 
building-trades worker. The continuity of employ­
ment with any given contractor is normally of 
comparatively short duration. Moreover, while all indus­
tries suffer from occasional break-downs in the organi­
zation of production, the construction industry, because 
of its lack of integration, suffers much more frequently 
from such delays; for example, from the failure of 
material to arrive on time.

Unemployment from such causes as these, which are 
peculiar to the industry and from which all building- 
trades workers suffer at one tune or another, must be 
taken into consideration in estimating the average 
annual wages in the construction industry. When this 
is done, the wages of the building-trades workers do 
not appear high.

The employment regulations imposed by the building- 
trades unions on contractors have also been held 
responsible for the high cost of on-site labor. Such 
requirements as these unions have made relative to 
apprenticeship, union membership, restrictions on 
output, the use of labor-saving devices, the number and 
type of men to be employed on given processes, they 
justify on the grounds of protecting the workers.

The status of the building-trades worker is one of 
great and constant insecurity, and he is warranted in 
trying to protect himself. Some labor union policies 
are well designed to give this protection. Some of 
them, however, stand in the way of reasonable innova­
tions within the industry. Insofar as they raise prices 
and increase the risks of building, they curtail the 
housing market and increase instead of lessen the 
workers’ insecurity. Moreover, jurisdictional disputes 
between unions are conducive to delay and waste.

To the extent that these restrictive practices cannot 
be justified by considerations of health and safety, the 
economy of the industry demands not only their 
elimination but also the elimination of the conditions of

7
insecurity which called into being these restrictions, 
as well as the high hourly wage rates. To the extent 
to which high hourly rates are justified by irregular 
employment, the industry must be able to give a guar­
antee of reasonable job and income security to its 
workers before wage rates can be reduced. As the 
building industry is now organized, no unit is able to 
give such guarantees.

To give this guarantee, the construction industry 
must stabilize employment among the building-trades 
workers. This calls for reduction of seasonal unemploy­
ment to the minimum. The winter season offers a 
serious obstacle only with regard to the completion of 
concrete work, and this difficulty is not encountered in 
all sections of the country. Moreover, many of the 
difficulties of winter construction can be eradicated by 
artificial heating and other such arrangements.

The severe long-run periodic fluctuations in resi­
dential building activity create even more serious 
problems. More accurate estimates of demand for 
housing, based on population trends and estimated 
changes in family incomes and costs of ownership, may 
be of some assistance in this regard. The failure to 
anticipate changes in demand for houses has resulted 
in overbuilding after the peak and underbuilding after 
the low point in demand have been reached.

Finally, such a guarantee calls for a greater degree of 
organization within the industry itself. If the con­
struction industry in any locality were concentrated in 
the hands of larger-scale operators, who, in turn, were 
able to conduct their building operations on a larger 
scale, it would be possible for each contractor to employ 
his workers on a more continuous basis. Eventually, 
the construction industry might be reorganized on a 
basis which would enable the individual contractors 
to employ their workers on the equivalent of an annual 
salary basis. When so reorganized, with adequate 
capital and able to plan its production program over a 
period of years, the construction industry will find it 
possible greatly to reduce its labor costs, even with 
high hourly rates. Several unions, in fact, already 
maintain differential wage rates for employees engaged 
on a monthly or annual basis.

The only other method of reducing labor costs is by 
increasing efficiency in the utilization of the workers’ 
services. Simplification and standardization of de­
signs, materials, and processes would produce many 
more economies, by increasing the efficiency of the 
worker, than reductions in wage rates. It would also 
permit large-scale, on-site production of certain stand­
ard units used in the building process. Careful organ­
ization and management of the labor force, accurate 
timing of the delivery of materials to fit into the con­
struction schedule would produce still further economies.

It has been suggested that “prefabrication,” or the
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requirements once determined upon scientifically may 
call for slight modifications in response to special 
regional, and sometimes even local, conditions, there is 
no reason why each new building material should have 
to be tested in each individual city and town, nor why 
manufacturers should have the expense of meeting 
innumerable local specifications, each slightly different 
from the others.

Therefore, it might be well for the States to establish 
general building requirements, based on nationally ac­
cepted standards but allowing for regional variations 
and leaving to the municipalities the power to supple 
ment these in handling matters of purely local concern. 
Moreover, to ensure proper enforcement of the building 
code once enacted, the community must be willing to 
pay for a trained personnel, in order to obtain intelligent 
and impartial administration under no pressure to make 
concessions to special interests.

8
transfer of many of the jobs now performed on the 
building site to the factory, thus making possible the 

of machinery and the elimination of the need for 
highly skilled labor, would bring about the greatest 
reduction in labor costs. Experience has not yet 
proved, however, that “prefabrication” is actually less 
expensive than on-site construction. Some students of 
the subject are convinced that savings in the neighbor­
hood of 15 percent of the cost of the structure are all 
that can be anticipated from “prefabrication.” Savings 
of this size are equally possible within the traditional 
framework of building. It might, however, be possible 
to take advantage of some of the economies of pre- 
fabrication in conjunction with those resulting from 
better organization and superintendence of conven­
tional building methods.

The present disorganization within the construction 
industry is such that a reorganization along more 
rational lines can only be effected over a period of years.
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Design and Construction Costs

The small house is the most important single form of 
dwelling in the United States. The Real Property 
Inventory made in 1934 found that in 64 representative 
cities, about 8 out of 10 residential structures were 
single-family dwellings, nearly 90 percent of which were 
valued at less than $7,500. The design and construc­
tion of the small house, therefore, are important con­
siderations in any housing program.

The designer of the modem small house must take 
into account the space requirements of the families he 
seeks to serve and the cost limits within which he must 
work. Otherwise, the new houses wall either not meet 
the needs of those who are now inadequately housed 
or will be beyond their financial reach.

Efficient space arrangement is of obvious importance 
in attempting to reduce costs without decreasing the 
quality of construction or the usefulness of the house. 
Simplicity of structural form should be preserved if 
construction costs are to be controlled. In order to 
reduce costs, stock dimensions of lumber should be 
adhered to so far as possible. Special orders are ex­
pensive. Plumbing and heating should be planned for 
maximum economy of space, labor, and materials. 
Careful and coordinated planning is necessary to sim­
plify materials demands. The risk to which the local 
materials dealer is subject in attempting to carry a com­
plete and varied materials list results in considerable cost 
increase which is detrimental to all and beneficial to none.

The Federal Housing Administration, the Tennessee 
Valley Authority, the Farm Security Administration, 
the Department of Commerce, and the Home Owners7 
Loan Corporation have all attempted to reduce the 
cost and increase the efficiency of the small house 
through encouragement of the intelligent use of mate­
rials and rational designs.

Building Regulations

It is frequently argued that the various building 
regulations, that is, building codes, zoning ordinances, 
housing, electrical, elevator, plumbing, and boiler 
codes and other ordinances relating to such matters 
as fire protection and health, are a major cause of the 
excessive cost of construction.

These building regulations have been enacted, usually 
by municipalities, to make the buildings in which 
people live and work healthful and safe. By and large, 
the necessity for these regulations is recognized. The 
dangers in faulty construction, in inadequate plumbing, 
in careless electric wiring are obvious. However, there 
is some truth in the charge that existing regulations 
retard the introduction of desirable new building ma­
terials and methods of construction and, through their 
requirements, raise the cost of construction unduly.

This is because existing regulations show no uni­
formity and often do not keep pace with current devel­
opments in the construction field or reflect the best 
technical knowledge. Too many of their provisions 
have been influenced by the special interests of materials 
or labor groups. To be an aid and not a hindrance to 
better and more economical housing, building regula­
tions must be based on scientifically determined facts 
and not on the consideration of individual preferences 
and interests. They must allow for the testing without 
prejudice of new materials and methods in relation to 
accepted standards of health and safety.

The machinery for determining sound basic require­
ments is already set up and functioning in such public 
and private agencies as the United States Bureau of 
Standards, the Department of Commerce, the American 
Standards Association, the American Society of Civil 
Engineers, and many others. Though these basic

t
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An essential part of the .insured mortgage system 
under the National Housing Act has been the estab­
lishment of minimum physical standards for properties 
which are offered as mortgage security. These stand­
ards, which are generally recognized as being obtainable 
without increasing costs and as conforming to good 
building practice, stress the fundamentals which assure 
substantial and durable structures, adequate light, 
ventilation, sanitation, privacy, convenience, efficiency 
in arrangements, and protection against overcrowding 
and the disintegration of neighborhoods.

The Tennessee Valley Authority lias experimented 
with variations in size and form in relation to costs. 
The Farm Security Administration, in constructing 
homes in rural communities, set definite cost limits; 
and to keep within these limits, design has been simpli­
fied and integrated with construction, building tech­
niques on the site have been organized, and a degree of 
prefabrication introduced. Standard materials have 
been used, every unnecessary beam, gable, and rafter 
eliminated, lumber for a large number of houses precut 
at a central point, and windows and door frames 
prefabricated.

The construction of Public Works Administration 
Housing Division projects was supervised with meticu­
lous care. Although the responsibility for super­
vision of developments assisted by the United States 
Housing Authority lies properly with the local authori­
ties, Federal representatives will be on the job during 
construction. The Federal Housing Administration 
has a system for periodic checking of the construction 
of houses on which it insures mortgages. The Federal 
Home Loan Bank Board, in September 1936, approved 
the Federal Home Building Service Plan, a device to 
encourage local cooperation between the home-financing 
agencies and architects in order to make advisory and 
supervisory service available to prospective small-home 
builders.

Trade associations and private corporations in the 
fields of construction and building materials are giving 
increasing attention to these problems. The results of 
this work are beginning to be felt.

Heretofore, insufficient attention has been paid to the 
problem of small-house design. Architects have not 
been able to afford to specialize in this field, and con­
tractors and materials dealers have tended to build 
from stock plans without technical advice or supervision. 
Architects, contractors, and materials dealers must 
work together if well-designed small houses are to be­
come the rule rather than the exception. Well selected, 
low-cost stock designs will often suffice to meet average 
needs, provided only that the home builder can be 
guided and advised in his selection by qualified techni­
cians who will also provide the degree of building super­
vision necessary to insure good results. It is both
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possible and practical to develop a series of base plans 
to meet the needs of different-sized families. These 
base plans could then be adapted by competent local 
architects to conform to local conditions and usages.

Only through such measures as these to provide the 
small-home builder with a well-designed and well- 
constructed house, suited to the site and neighborhood, 
can the home builder be assured of dollar for dollar 
value, the lender of a good loan, and the industry of a 
house that will encourage, rather than discourage, 
families contemplating home building.

Governmental Activities
The preceding discussion has indicated the broad 

framework within which many governmental activities 
have been undertaken. Specifically, the Federal Gov­
ernment has given most attention to seeing that ade­
quate financing is available for housing purposes. 
Emergency action has been taken to make past invest­
ments in housing more secure; improved mechanisms 
have been provided to make private housing under­
takings more attractive; home ownership has been 
promoted at the same time that private building for 
sale and for rental has been encouraged; there has been 
direct Federal building for the improvement of slum 
conditions in both cities and rural areas; and finally 
Federal loans and grants have been made available to 
local public housing authorities for slum clearance and 
direct building for low income families.

The Federal Home Loan Bank System, including 12 
regional Federal Home Loan Banks, was set up in 1932 
to provide for mutual home financing institutions, a 
central source of credit similar to that available to 
commercial banks under the Federal Keserve System. 
The establishment of a system of Federal savings and 
loan associations was authorized to make loans, at the 
lowest possible rate of interest and according to the 
most approved lending procedure, to people interested 
in building homes, and to offer the public sound insti­
tutions in which to invest savings. The Home Owners’ 
Loan Corporation was created in June 1933 to refinance 
distressed home mortgages. This agency saved the 
homes of over a million people and refinanced over 
3 billion dollars worth of mortgages.

The Federal Savings and Loan Insurance Corporation 
was created to restore and strengthen public confidence 
in institutions of the savings and loan type. The Cor­
poration assures those whose savings are lodged in 
insured associations of the building and loan type 
(insurance is voluntary for State-chartered institutions, 
compulsory for Federal savings and loan associations) 
that their accumulated savings up to $5,000 will not 
be impaired in the event of the default or insolvency 
of the institutions.

The Federal Housing Administration was created to
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security of properties. Their lack of uniformity has \ 
impeded the flow of mortgage money from one State j 
to another.

The foreclosure laws of many of the States today 
interfere with the realization of the program to encour- \ 
age the long-term, amortized, single-mortgage loan as 
opposed to the short-term, lump-sum, multiple mort- ■ 
gage loan. Furthermore, the reduction in down 
payment from approximately 20 to 10 percent allowed 
under the National Housing Act of 1938 is not feasible 
in those States where the cost of foreclosure and the 
cost of the delay to the mortgagee hi securing title to 
the property are greater than the minimum down pay­
ment required. Finally, national mortgage associations 
can conduct their business by buying and selling mort­
gages on a nationwide scale much more easily if the 
various State laws are uniform, simple, expeditious, and 
inexpensive.

Similarly, the adoption of a standard mechanics’ lien 
act would simplify and improve the existing mechanics’ 
lien procedure of the various States, eliminate many of 
the uncertainties now inherent in such legislation, and 
afford greater protection to those who perform labor 
upon or furnish materials for the construction of build­
ing, as well as to the owner of the completed building. 
In addition, uniformity in mechanics’ lien legislation 
would better enable those contractors and material 
men who now operate on a national scale to carry on 
their business.

Those systems of title examination and proof which 
involve a search of the public records are cumbersome, 
costly, and time-consuming and increase the initial cost 
of mortgage lending. They do not necessarily afford 
an absolute guarantee as to title; and the search of 
public records is often not exhaustive, since it is fre­
quently limited to local records which do not always 
record Federal liens. It is believed that a land title 
registration system, based on the Torrens system, 
be developed which would materially reduce the cost 
of proving title in the purchase, mortgage, or sale of 
real estate, provide a reliable system under which there 
would be no risk of loss through defective title in such 
transactions, and make for better and more stable title 
to real estate.

There is not in all cases sufficient State supervision 
over State-chartered savings and loan associations and 
other financial institutions making home mortgage 
loans. Legislation in this field should be reviewed and 
possibly revised in the light of recent experience.

The financing of apartment-house construction and 
other large-scale, commercial housing developments 
has been one of the most difficult problems in the entire 
housing field. Few individuals, groups of individuals, 
or corporations have had sufficient capital to meet the 
initial cost of such projects. The usual practice has
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insure^Jong-term mortgages on homes, and on large- 
scale limited-dividend housing projects for rental, in 
addition to insuring character loans made for repair 
and modernization of homes and other buildings and to 
charter national mortgage associations. These activi­
ties have played a large part in drawing new funds into 
residential building operations, particularly from banks. 
Beginning -with the insurance of modernization loans, 
the insurance of long-term mortgages has become a 
steadily increasing part of the work of the Federal 
Housing Administration and now vastly overshadows 
the earlier work.2

Through these measures, an effort has been made to 
remedy the defects in our mortgage structure by bring­
ing about the adoption of the long-term amortized 
mortgage, by expanding credit facilities and making 
mortgages more liquid, by protecting savings, and by 
encouraging the adoption of uniform lending procedures.

Direct Federal building programs have been carried 
out in urban areas by the Housing Division of the Public 
Works Administration and in rural areas by the Sub­
sistence Homesteads Division of the Department of the 
Interior, and the Resettlement Administration. The 
work of these last two agencies, which has been taken 
over by the Farm Security Administration, was par­
ticularly valuable in the development of methods for 
building low-cost farm houses and of methods for caring 
for migratory workers. The Resettlement Adminis­
tration also carried out a pioneering job in its three 
“Greenbelt” communities. At the time of their 
development, they were the largest undertakings in the 
United States to be “planned” as communities from 
the time of their inception.

The United States Housing Authority has taken over 
the management and disposition of the housing develop­
ments of the Public Works Administration. Further­
more, it has undertaken the administration of loans 
and grants to local housing authorities for slum reclama­
tion and building of houses for low-income families. 
The program anticipates building in rural areas in 
addition to continuing the work in urban areas.

Changes in State Law

In order to make more effective the program of 
Federal aid to private housing, many changes in State 
law are necessary. The mortgage and foreclosure laws 
of the various States should be changed to provide 
more simple, uniform, inexpensive, and expeditious 
procedures. These laws, as they stand in many States, 
have hampered mortgage lending, increased the operat­
ing expenses of mortgage institutions and, at the same 
time, imposed burdens on borrowers by increasing the 
charges and decreasing the amount of the loans on the

* By April 30,1940, the F. H. A. had accepted for insurance under Sec. 303, National 
Housing Act, 634,681 mortgages amounting to $2,676,953,200.
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been to charter a corporation and sell its stock or bonds 
to the public. There has been little State supervision 
of these corporations, and there is great need of more 
stringent regulation of their corporate structure and 
financing methods in order to protect public par­
ticipation and encourage investment in this type of 
housing.

Excluding State governments, there are in the 
United States 182,000 taxing jurisdictions. This large 
number is due to the fact that, in most States, real 
property taxes are collected through small local units, 
and to the fact that, where the local unit is large 
enough to levy more than one kind of tax, there is often 
a separate collector for each tax. The multiplicity of 
tax collection agencies, resulting in overlapping or 
coterminous jurisdictions, makes collection costs un­
necessarily high, thereby increasing the burden borne 
by home owners as well as by all real estate owners. 
In addition, such decentralization makes it more 
difficult to ascertain whether all taxes and assessments 
on a given piece of real estate are paid when due. 
Centralization of tax and special assessment collection 
is therefore highly desirable.

A centralized system would not only reduce the cost 
of tax collection but would be far more efficient and 
convenient to the taxpayer. Furthermore, if notice is 
given mortgagees and other interested parties of tax 
and special assessment delinquencies and of pending 
foreclosure sales, the cost and inconvenience of mort­
gage lending would be considerably reduced, and 
greater protection would be afforded both owners and 
lienors of property.

Depression conditions brought an insistent demand 
for alteration in the system of general property taxa­
tion. It has long been known that personal property 
escaped assessment to a much larger degree than real 
property. As between different types of real property, 
it was found that in some jurisdictions homes bore a 
relatively larger proportion of the real property tax 
burden than did business and commercial properties. 
In other jurisdictions, this situation was reversed. 
Emergency conditions did not result in agitation for 
more equitable assessment under existing legislation 
but in action leading to arbitrary limitations on prop­
erty tax rates and exemptions of certain types of real 
property. The swing toward exemption of homesteads 
from taxation has been the principal development in 
property taxation of interest to home owners. Opinion 
as to the effects of such exemption differs. Advocates 

* say that it will cause home values to rise, encourage 
new construction and home ownership. Opponents 
argue that it penalizes the renter and that the same 
amount of taxes is usually paid in some other form. 
An exhaustive study of our tax system in its relation to 
home ownership and the provision of low-cost rental
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housing is needed before recommendations for its 
reform can be formulated.

City planning tends to stabilize property values as 
well as to prevent the future development of slum 
areas. A Standard City Planning Enabling Act was 
published in 1928 by the Advisory Committee on 
Planning of the Department of Commerce. This 
model has been followed in varying degree by the legis­
latures of 16 States in the enactment of 33 different 
planning acts or amendments of planning acts. Thirty- 
eight States now have enabling acts in one form or 
another, authorizing city, town, township, village, 
borough, and county or regional planning.

As of January 1937, there were 1,073 town or city 
planning commissions. Of these, at least 933 were 
known to be official agencies. In addition, there were 
128 commissions with powers restricted to zoning.

Unless these commissions are official bodies with 
responsibility for comprehensive planning of municipal 
development and with sufficient authority to bring 
their influence to bear on municipal undertakings, they 
are likely to be ineffective. Although some unofficial, 
advisory commissions have done effective work, they 
are too often disregarded; and when the commission 
realizes its ineffectiveness, it generally loses interest in 
its work.

The planning commissions vary greatly in the scope 
and effectiveness of their work. Some commissions 
simply attempt to protect existing municipal develop­
ment, others consider only problems of current develop­
ment, and still others concern themselves with the for­
mulation of a definite plan for the future development 
of their city. Although each of these steps is worth­
while and although the number and the effectiveness of 
planning commissions are increasing, it is essential that 
comprehensive plans for municipal development be 
available for use in the location of housing. The 
Federal Government by research and clearing-house 
activities is in position to assist the local agencies in 
establishing planning commissions with suitable powers. 
Proper enabling legislation by the States is necessary 
to make effective, comprehensive planning possible, 
and the State planning boards can encourage and assist 
in the establishment of city and county planning agen­
cies in those communities which now lack such 
bodies.

The development of the long-term, amortized, single 
mortgage has made zoning even more essential than 
heretofore for the protection of both the lender and 
the borrower. Good zoning ordinances, consistently 
enforced, can be an effective means of insuring the 
orderly development of cities and protecting residential 
neighborhoods.

As a result of the activity of the Advisory Com­
mittee on Zoning in the Department of Commerce,
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housing laws; it gave impetus and direction to the long- \ 
existent demand for a Nation-wide housing program; 
and it provided a practical and legal background for the 
development of such a program.

Legal difficulties relative to the power of the Federal 
Government to condemn for housing purposes and,the 
realization that housing, in many respects, is a local 
problem prompted the development of a program which 
limits the Federal Government’s activity to financing 
and advising. The increase in the number of States 
having local enabling housing legislation pointed the 
way to the decentralized housing program embodied in 
the United States Housing Act of 1937, setting up the 
United States Housing Authority as a permanent cor­
poration in the Department of the Interior.3

The United States Housing Authority is authorized 
to make loans and grants to public housing agencies 
undertaking low-rent housing and slum-clearance pro­
grams, on condition that the local public housing 
authority raise at least 10 percent of a project’s cost, 
that the political subdivision in which the project is 
located contribute in the form of cash, tax exemptions 
or tax remissions at least 20 percent of the Federal 
annual contributions, and finally, that at least one 
substandard dwelling be demolished, closed, or repaired 
in the locality for each newly constructed dwelling 
provided under the project. Moreover, there is a 
definite limit placed on the per room and per dwelling- 
unit cost. The wages and fees prevailing in the locality 
must be paid. Finally, the project must be available 
only to families of low income who cannot afford to 
pay enough to cause private enterprise to build decent, 
safe, and sanitary dwellings for them, and a definite 
limit is placed on the net income of the families at time 
of admission.

As of October 1938, 33 States and the territories of 
Hawaii and Puerto Rico had enabling legislation per­
mitting them to participate in this program. Although 
there is no uniformity in the various laws, nearly all of 
them have one common feature: Local housing author­
ities are set up or their creation authorized. Usually, 
they are corporate entities, eligible for financial assist­
ance from the State and municipal governments and 
to participate in the Federal program under the United 
States Housing Act. They are corporate entities with 
limited powers, separate and distinct from the State 
itself and from the counties and municipalities within 
the State, to finance, construct, and operate low-rent 
housing projects. They cannot levy taxes or exercise 
the police power. They do have, however, the power of 
eminent domain. They must depend for their revenues 
on Federal and other governmental subsidies and

1 Under the President's Reorganization Plan No. 1, the United States 
Housing Authority was transferred to the new Federal Works Agency, effective 
July 1, 1939.
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which drafted a Standard State Zoning Enabling Act, 
and of the increasing realization on the part of cities 
of the need for zoning, comprehensive enabling legis­
lation authorizing the control by municipalities of the 

height, and area of buildings is now in effect in 48

*i i
. use,

States and the District of Columbia. On January 1, 
1937, zoning ordinances were in effect in 1,474 munici­
palities, metropolitan areas, districts, counties, town­
ships, and unincorporated areas.

Zoning ordinances are based on the police power of 
the States; and the courts have upheld these ordinances, 
requiring only that there be a valid State enabling act 
and that the regulations in the ordinances be reasonable 
and based on consideration of the health, safety, 
morals, or on the general welfare of the community 
concerned.
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r Public Housing

Continued Federal and State cooperation with 
private agencies is required if a larger number of 
families are to own their own homes, if more houses 
are to be built for rental, and if the money invested in 
homes, from whatever source the funds may flow, is to 
enjoy greater security. State and Federal efforts to 
extend public aid to private housing, through tax 
exemptions, the exercise of the power of eminent 
domain, and loans to limited-dividend housing cor­
porations, however, have demonstrated the difficulties 
of providing dwellings within the financial reach of the 
lowest income groups without the aid of Government 
subsidies.

It became evident from State and Federal experience 
that private enterprise could not be depended on 
to provide adequate housing for persons at the low 
income levels.

In 1934 the Public Works Administration stopped 
making loans to limited-dividend corporations and 
decided that the remainder of the funds then available 
under the National Industrial Recovery Act should be 
used onfy for public low-rent housing and slum clear­
ance. The National Industrial Recovery Act permitted 
two approaches to this problem: either construction 
by local public agencies with the aid of Federal loans 
and grants, or direct construction by the Federal 
Government. Because of the absence in many States 
of adequate laws authorizing local public bodies to 
engage in housing activities, the Public Works Adminis­
tration turned to direct Federal construction. Fifty- 
one projects were undertaken, providing approximately 
21,770 dwelling units for an estimated total of 87,000
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persons.
This was the first real attempt to correlate slum 

clearance and the construction of new dwellings and 
the first intensive public housing program in this 

It stimulated the States to enact enabling
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income which the housing project may produce. They 
have the power to issue bonds to finance their projects, 
but these bonds are not obligations of the State or 
municipality in which the authority operates.

In addition, other local governmental units and 
public bodies have been authorized, under the housing 
authority law or under separate housing cooperation 
laws, to assist the local housing authorities, in order 
that they may be able to fulfill the requirements for 
Federal aid.

The new public housing program raises certain legal 
problems. First, there is the question of the con­
stitutionality of the United States Housing Act. On 
the basis of previous Supreme Court decisions, it 
seems probable that the public housing program can 
legitimately be brought under the general welfare 
clause; that the tenth amendment presents no barrier, 
since there is no regulation of local housing authorities 

- but only conditions imposed incidental to the receipt 
I of Federal funds; and that there is no improper dele-
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gation of legislative authority, since standards and 
limitations are set forth in great detail.

The fundamental legal questions which have arisen 
in connection with the local housing authorities relate 
to (1) low-rent housing and slum-clearance as a valid 
public purpose, (2) the authority as a legal concept, 
(3) State constitutional debt limitations, (4) the validity 
of State and municipal assistance to local housing 
authorities, (5) the validity of tax exemption for public 
housing purposes, (6) elimination of unfit dwellings by 
way of the police powers, and (7) low-rent housing and 
slum clearance as a public use for the powers of 
eminent domain.

In the increasing number of favorable court decisions 
relating to housing, there is a strong precedent being 
established for the legality of public housing. The 
legal future of public housing will depend, however, 
on the character of State housing laws and related 
legislation and on a farsighted approach to the problem 
by the courts.

FINDINGS AND CONCLUSIONS

The Housing Need

We need more houses. It was estimated in 1937 
that 800,000 nonfarm homes should be built for each 
year for the next 5 years if we were to catch up with the 
deficit which had accumulated up to that time. But 
in 1937 about 300,000 were provided, in 1938 about 
350,000, and in 1939 about 450,000.

We need better houses. Satisfactory housing has 
always been supplied for part of our people. However, 
even during the years when housing was most plentiful, 
there have been thousands of homes in our urban cen­
ters which failed to measure up to the minimum stand­
ards established in those communities.

We need more good houses in stable and livable 
communities. Housing has come to represent the dom­
inant factor in community life. Those who have the 
means to choose their homes look for good communities 
fully as much as they look for good structures. This is 
another way of saying that we need better cities.

Thus, in meeting the housing need, it would seem 
that two tasks emerge. The first is essentially one for 
the construction industry. It consists of building a 
sufficient supply of good shelter. The second task is 
the community task of setting the stage for the function­
ing of the industry. It means establishing the standards 
of workmanship, the standards of community life, and 
then the controls over those standards that will ensure 
good houses being built in good communities.

The Housing Problem
The housing problem is not one problem, but a 

combination of interrelated problems. Land values, 
building codes, tax rates, materials costs, labor costs, 
legal problems, adequate financing, zoning and site 
planning, housing management and the effective ad­
ministration of the necessary private and public agen­
cies are all problems in themselves, and taken as a 
whole they constitute the housing problem.

The Approach to the Problem
The solution of the housing problem, therefore, 

cannot be found in any single or simple formula. Pan­
aceas, often advocated, tend to delay rather than 
expedite solution because they raise false hopes. The 
many specialists in the various phases of the work will 
contribute most by solving their own problems in 
relation to the other specialists’ fields. But they must 
not fall into the error of blaming others, who are work­
ing on equally difficult problems, for their own failures 
to solve their own problems.

Immediate or quick solutions are not possible. 
On the other hand, time alone will not solve these 
problems. A continued attack in many sectors, often 
on a trial and error basis, will work toward a better 
situation.

Simple refiance on the swings of the building cycle 
or the business cycle to solve the problems of housing
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have thereby hampered the recovery of all other 
industry.

To a certain extent, the demand for governmental 
action which would stimulate business has added im­
petus to the demand for more housing. To a certain 
extent, it has also prevented attention being directed 
to the specialized problems which are characteristic 
of residential construction. It is, however, impossible 
to separate the questions of general business activity 
from those which have to do with supplying housing, 
since construction activity does make up a considerable 
share of our economic life.
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would seem to hold little hope, if historical develop­
ments are any indication. Both of these concepts are 
useful analytical devices, but the business cycle cor­
responds to the building cycle neither in amplitude nor 
in length. Both result from the impact of a series of 
forces. While these forces are related as all economic 
phenomena are related, confusion results when a close 
correlation is assumed. However, if a major degree of 
stability at high levels of economic activity is to be 
achieved, more attention must be given to the long­
time swings of the building cycle.

Since no single, immediate, or automatic solution of 
the housing problem can be anticipated, joint action 
on the part of the industry, the community, and the 
State and Federal governments is required.
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The Long-Time Factors

In exploring the difficulties with which the industry 
is faced, it is only natural that we should turn to certain 
of those factors which have important long-time 
significance. Among these factors the mord important 
are: population, national income, the demand for 
services which compete with housing, the organization 
of the construction industry, and the physical and 
economic setting established by the building of our 
cities in their present form.

First and foremost are the considerations of popula­
tion.4 How many people are there, and how many 
are there going to be? How many families are there? 
How large are the families, and are there changes in 
size of family? The number of housing units needed 
will have a direct relation to the number of families.

The second group of factors centers around the 
national income.6 How much is it, and what families 
get it, and how mucli do they get? To what extent is 
the construction of houses directly related to the size 
of the national income? Can we have a high level of 
national income without building houses? Does the 
amount spent for housing have anything to do with the 
amounts spent for other commodities? Does size of 
income have anything to do with the way in which 
income is divided among various goods and services?

The third set of factors is established by the growing 
supply of new services which people want in addition to 
good housing. If good housing is proportionately more 
expensive than the automobile, more automobiles will 
be called for and less housing. Likewise, there are 
many other services which become attractive as their 
costs decline. Unless good housing can keep pace in 
terms of cost with these other services, the amount of 
housing which people will buy tends to be reduced to a 
minimum.

1
r .

?•The Realm of Industrial Action

Like the housing problem, the construction industry 
is also a complex of loosely related parts. It builds not 
only houses but commercial and business structures, 
highways, bridges, and dams. It uses a wide variety 
of materials. It is highly specialized in some aspects 
and generalized in others.

In facing the question, “Why does not the construc­
tion industry build a sufficient supply of houses?,, the 
usual answer is that “The wages of labor are too high” 
or “Taxes are too high.” Such answers do not satisfy 
those who have given more thought to the problem, 
and they will speak of mortgage costs, of high land 
values, and the disorganized state of the industry. 
Those who have given still further attention to the 
matter will talk about the building C3Tcle, marriage rates, 
family incomes, and subsidies.

Nevertheless, we are faced with the paradox that, 
in spite of many of the difficulties which are said to 
interfere with house construction at the present time, 
there have been times when a large volume of residential 
construction did take place. High costs, disorganiza­
tion, and other limiting factors were equally present at 
the time when construction was swelling in volume. 
These difficulties were overcome so effectively that some 
students have referred to the late 1920’s as a time when 
housing was being overproduced. The paradox of a 
great need which has not been met by the construction 
industry has been peculiarly striking in recent years. 
In the thinking of many students, it has been linked 
directly with the general condition of depression in 
industry which existed to a greater or less extent from 
1930 to 1938. The general demand for more housing 
has been buttressed with a demand from business that 
something be done which would stimulate the durable 
goods industries in general. There has been the con­
viction that these industries have lagged behind the 
other industries in revival from deep depression and
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!* See Problems of a Changing Population, National Resources Committee (Govern­
ment Printing Office), May 1038.

•See Consumer Incomes In the United Slates, National Resources Committee 
(Government Printing Office), August 1930, and Consumer Expenditures In the 
United States. National Resources Committee (Government Printing Office), June 
1039.
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A fourth set of factors closely related to these data is 
that group of influences which arise from the organiza­
tion of the vast sprawling construction industry. This 
industry covers the country as do few others. Further­
more, the products of many other industries are used 
by the house builder. The industry is an assembling 
industry. It utilizes materials and equipment in 
variety, direct labor, municipal services, financial 
services. And, once built, the house must be kept in 
repair and be properly serviced by the industry, if it is 
to continue to fulfill its function.

The varied problems which face this sprawling 
industry have called for combination and organization 
of many parts of it, physical evidence of which is seen 
in trade and manufacturers* associations as well as in 
trade unions. The principal object of all these develop­
ments lias been to secure some sort of simplification and 
integration of their own relationships which can operate 
with some predictability of result. But combination 
must be directed to a better performance of function 
rather than protection of firmly established interests.

Finally, the industry must lace the problems which 
arise from the physical lay-out which our cities have 
already created.0 Local governments—State, county, 
and municipal—as well as local property owners are all 
caught in the web of problems which are reflected in 
old slum properties, premature and overdeveloped sub­
divisions, antiquated site plans, speculative holding of 
undeveloped land, the competitive uses to which land 
can be put, and the related tax problems. Wide most 
of these difficulties can be solved adequately only by 
action of public authorities, if they are to be satisfac- 
torily*' solved the housing industry has a large con­
tribution to make.
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total cost to those who would buy or rent remains high.
In the economic problem of budding houses, the 

statement of costs forms a convenient method for sum­
marizing the relative significance of various elements in 
house building. Wide construction costs vary from 
city to city and area to area and with various types of 
construction, it is possible to establish some norms for 
thinking about the various factors which enter into 
construction. The following rough averages may bo 
used as bench marks:
A. On a primary capital outlay basis for owner-built houses:

1. Land ready to use, percent...........
2. Building construction, percent___

(а) Labor costs, percent. 30-45
(б) Materials costs,

percent. ...........
(c) Overhead and 

profit, percent---
B. On a monthly outlay basis for owner-built and occupied 

houses:

15-35 10065-85

100 80-85
55-70 100

15—20J

1. Financial charges, interest, and amortization
(which corresponds to primary capital outlay 
in sec. A), percent.......................................

2. Taxes, percent.............. .................................
3. Maintenance, replacement, and insurance, per­

cent__________ _____ —------ ----------
4. Water, electricity, and heat, percent-----------
5. Transportation to and from work, percent___ 0-10

50-65
10-20

10-20
10-15

The Meaning of “Costs”
In the foregoing tabulation, the emphasis is on 

elements of cost of an owner-budt-and-occupied house. 
The owner-builder is concerned with his immediate 
outlay which is represented in the first table. Like­
wise, the speculative builder is interested in this set of 
costs. But when the home owner comes to pay for 
his house, these first charges are transmuted more often 
into charges which are paid on a monthly or on an 
annual basis. The house must be paid for contin­
uously. The monthly payment is the cost which he 
can never forget. Even when he has paid in full for 
the structure, he has an investment to be accounted for.

If the owner has bought his house ready-budt, his 
monthly outlay is still the important item. And it 
should be noted that the sum on which he pays financial 
charges, interest, and amortization may have little or 
no relation to the original cost of building. The . 
purchase price will reflect the current market price of 
houses, a market on which play the full forces of present 
supply and demand, the cost of budding new structures, 
customs, fashions, the accidents of season, and the 
personal equation. At times, the owner wdl pay more 
than the original “cost” of the house in which he is 
living, and at times, he wdl pay less.

However, a large percentage of our population rents 
its housing. Again, the usual practice is to make 
monthly payments. The owner of a multifamdy dwell­
ing also has management costs in addition to mainte-

Thc Problem of Costs

In describing the hindrances to the development of 
housing construction, it has seemed wise at times to 
expand the picture so as to include the whole industry 
and, at other times, to narrow our consideration and 
focus on particular problems. By and large, however, 
the problems have been looked at as specific difficulties 
which have interfered with the budding of houses either 
because they increase the costs of the final product or 
because they complicate the problem unnecessarily and 
thus discourage building.

It is no new discovery that budding costs have re­
mained high whde the costs of many other commodities 
have been reduced. Even when many of the com­
ponent parts of a house have been reduced in price, the 
total figure remains high. It is no satisfaction to fall 
back on the position that a better house is now being 
budt than was budt formerly (if this is true), since the

6 Sec Our Cities, Their Role in the National Economy, National Resources Committee 
(Government Printing OOlco), June 1037.
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is impossible to allocate their costs in any accurate 
to various recipients either as individuals or groups 

of individuals. The renters who forget all about taxes 
tend to overlook the fact that part of the “rent” which 
they pay ultimately lands in the tax collector’s hands. 
Owners of homes are apt to forget that they receive 
values for taxes paid. Landlords often overlook the 
extent to which they serve as tax collectors even when 
tax payments have been fully discounted at the time 
when the property was purchased.

Reduction of Costs;
Improvement of Quality

Lowered costs of housing are important for the long 
run as well as for the immediate situation (1938-39), 
in order to increase the relative availability of good 
shelter as compared with the other products of our 
economy. To bring about these lowered costs at the 
same time that the quality of available housing is 
improved requires certain developments coming within 
the sphere of industrial action.

It has long been recognized that coordination of 
the building process would be desirable in order to take 
advantage of management efficiencies. Furthermore, 
the building of multiple-unit structures or multiple- 
unit communities requires larger scale operations than 
are generally found in the industry. A few such or­
ganizations (building and development corporations) 
have been successfully developed, and others are to be 
anticipated. Such organizations will introduce more 
evenly balanced competition between the buynrs and 
sellers of land, labor, and building materials, in addi­
tion to the other production efficiencies which will be 
developed. However, in those areas in which indi­
vidual units will still be built, the small contractor- 
builder will often retain certain advantages and may 
continue to be the most efficient operator.

Prefabrication has been looked upon as a panacea 
without which little progress in lowering the costs of 
housing can be made. The savings to be achieved 
through prefabrication have probably been over­
emphasized. The methods upon which prefabrication 
rests carry promise of contributions to lowering costs. 
The probability of preassembly of equipment and parts 
of houses (which has made considerable progress al­
ready) as well as of better organization of work on the 
site carries considerable promise.

Housing must be designed to meet the needs of 
lower-income groups. Historically, structures have 
been designed for the more well-to-do, and second­
hand housing has been relied on for supplying the lower- 
income groups. At an early stage of the deterioration 
of this housing, it has given good value but has tended 
eventually to become slum property. With the ex­
ception of the typical mining and mill towns, which
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nance and repairs. These costs are minimized in 
single-family dwellings. For rental housing, water, 
light, and heat are sometimes included in the rent, 
and sometimes not. By and large, the rental price 
will correspond to the monthly payments of the owner- 
occupier. However, the rent which he pays is subject 
to the same forces which determine the price of the 
house which is sold. It has little relation to the origi­
nal cost of production. Sometimes the renter will pay 
more than is necessary to cover the landlord’s costs; 
sometimes he will pay less. The renter takes advan­
tage of periods of declining rents, and the landlord 
takes advantage of periods of rising rents.

Such a brief description of the elements of “cost of 
building” and the “cost of owning or renting” gives an 
idea of the many factors which must be considered 
when “costs” are discussed. It is evident that “low- 
cost housing” does not necessarily mean low capital 
outlay. Cheap construction may mean highest cost 
when translated into monthly outlay. An extended 
list of repairs and running expenses may easily out­
distance monthly capital charges on sound construction.

Reference has just been made to capital charges, to 
management, repairs and replacements, and water, 
electricity, and heating costs. Two other elements 
should also be kept in mind. The first of these is 
transportation, and the second is taxes. Too often, 
the home buyer and renter may forget the first, and 
the renter forget the second.

Since the average worker must get to and from a job, 
he should always consider the transportation element 
in the cost of his housing. SuburbanTiving may cost 
as much as living in the town if transportation costs are 
added. Often a decrease in transportation costs will 
reflect itself directly in increased land costs. The item 
is important also in its broader social significance, for 
the development of transportation facilities may com­
pletely change the character of neighborhoods and thus 
affect tangible land values as well as intangible neigh­
borhood values.

Costs as reflected in taxes are doubly significant. 
The prevalent system of taxes on real estate forms a 
direct link between housing and the supplying of com- 

, munity services. The modern American is accustomed 
to a series of items in community living which seem to 
come “free.” Police and fire protection, streets and 
roads, schools, parks, the basic plans for community 
development are all paid for by taxes. They are not 
paid for by the individual every time he uses them but 
by general levies. A large part of these levies is against 
residential real estate. However, it must not be over­
looked that business properties, both industrial and 
commercial, also contribute a large portion of the 
revenues collected from real estate. In a real sense, 
these taxes are payments for services received. But it

r sense

!
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have their own glaring weaknesses, most of the prop­
erties designed originally for low-income families have 
been dominated by “barracks” ideals and have been 
unsatisfactory from the beginning. The growing 
interest in small-house design and better multiple-unit 
dwellings should produce higher quality for the lower- 
income groups. Within a limited group of structures, 
better designed renovations will be of material aid in 
supplying better housing.

New materials and equipment can constantly im­
prove the character of living quarters. Certain old 
materials, however, still have virtues which have not 
been surpassed by the new. Well-established skills and 
customs in the construction trades limit the rate of 
introduction of ne\y materials but should not be per­
mitted to prevent the spread of their use. For some 
time to come, the combination of old skills and well- 
known materials will probably continue to supply most 
of the shelter.

In spite of the improvements in the realm of financing 
of housing made in recent years, there is still need for 
more efficient operation and a better organization of 
the investment market. Mortgage investment has not 
been integrated with other investment, nor has the 
mortgage market itself been integrated.

While the interest rate or the charge for mortgage 
funds is supposed to establish the price relationship 
with different types of capital, those acquainted with 
the actual functioning of the market are aware of its 
inadequacy. Excessive rigidity in lates established on 
the basis of custom, interferences with the “free flow of 
funds,” the inclusion in the “interest rate” of various 
types of service charges all district any analysis of the 
costs of money and the costs of financing In many 
cases, low “interest rates” have not been reflected in 
lower financial costs. Continued effort for the im­
provement of the banking machinery as well as the 
efficiency of the institutions involved is called for.

High construction costs are the result of a multi­
tude of customs, habits, and procedures in the industry, 
most of which can be defended by some logic. How­
ever, viewed from the standpoint of results, changes in 
the operation of the industry must be made. Combina­
tions and customs which prevent the advantages of 
competition must not be permitted to block the reduc­
tion of materials prices. Trade-imion practices must 
be modified wherever they introduce unnecessary 
rigidities and conflicts. Management practices which 
fail to take advantage of acknowledged better methods 
must be changed for the benefit of the builders as well 
as the buyers of housing.

The Realm of State and Local Action
Every tenant, be he owner or renter, is continually 

buying a share of his community when he buys or rents

17
a

a house. He buys not only a piece of land and a house 
but also its relation to other houses, to streets, to 
schools, to parks, to permanency of character, to lay­
out—in short the whole warp and woof of community 
life.

-
3

Land and Community Controls

The building of houses on the traditional American 
pattern has rested on a basis of individual land hold­
ings. It is obvious that the way in which any individual 
uses his land influences his immediate neighbor and 
often a whole neighborhood. Under the police powers, 
however, the rights of the individual property owner 
have slowly been abridged until he is now hedged about 
by numerous restrictions. The building line, the char­
acter of structures permitted, zoning regulations, city 
plan and revised city plan have both detracted from 
and expanded the “property” which lies theoretically 
bounded by lines and is described in detail in the public 
records.

Studies of the location of housing, the way in which 
sites are planned, and the restrictions which have been 
placed on building in the names of health, safety, and 
public morals emphasize the continued flux of the mean­
ing of “property.” The owner of a “house” in a re­
stricted subdivision owns a series of valuable considera­
tions other than his house and lot. The owner of a fine 
house in an area which has been blighted has had his 
“property” largely destroyed irrespective of anything 
he may do. The value of the house and home is de­
pendent on community regulations, restrictions, and 
limitations, which create values impossible without 
such restrictions and which operate for the benefit of 
all persons living in the community. So important 
have these controls become that they are considered by 
the people and the courts to be matters of public con­
cern. The preservation of the basic social character of 
the community depends upon them.

Zoning laws and building regulations are already 
widespread. Their administration and modification as 
conditions change must be a continuing concern of the 
proper authorities. They must be related to plans 
which are developed for cities and regions. Authorities 
can make their plans more effective by the use of such 
devices as the acquisition of sites larger than are needed 
for particular housing developments. Thus, com­
munity values created by community activities can be 
conserved to the community.

Tax Policies
Tax policies of the State and municipalities can both 

hinder and aid any governmental program worked out 
to encourage the construction of housing. In the 
realm of taxes, the system of real property taxation is 
so firmly established that its modification would require
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taxpayers for which they stand to get substantial 
returns, both direct and indirect. Many cities have 
given complete tax exemption, and the payments in 
lieu of taxes agreed upon elsewhere have been small.

So far reaching are the implications of major modifi­
cations and exemption that we refrain from making 
suggestions at this time. We do emphasize the 
necessity of further analysis and study of as widespread 
a character as possible.

Needed Legislation

There is need for simplification of procedures relating 
to the transfer of property. The variety of provisions 
of State laws which control foreclosures and registra­
tion of titles creates unnecessary confusion and costs. 
The creation of national systems of mortgage guarantees 
and supervisions of local lending agencies has empha­
sized the need for clarification. In order for national 
legislation of these types to be effective, changes in 
local laws have become imperative.

Need for the type of legislation which will enable 
municipalities, housing authorities, and State authori­
ties to work together and with the Federal Government 
is obvious. Particularly difficult are the relationships 
involved in the rural housing field. No hard and fast 
rules can be suggested as to the division of authority. 
The extent to which various jurisdictions will move will 
have to be determined by various circumstances, such 
as the existing powers of the jurisdictions, their financial 
resources, and the ways in which public opinion makes 
itself felt in pressing for the solution of the problems.

The Realm of Federal Action
The widespread nature and persistence of the prob­

lems of housing have thrown the Federal Government 
into a position of leadership in the development of 
public housing for families of low income. In the 
fields of both urban and rural housing, the Federal 
Government has done a small amount of actual con­
struction. Valuable as this has been, new methods of 
dealing with the problem are needed. There are no 
dogmas either of administrative jurisdiction or con­
stitutionality which limit the ultimate functions of the 
Federal Government in this field. The relationships 
must be subject to continued revision, and no vested 
bureaucratic interests either local or Federal should be 
permitted to stand in the way of changes as the jobs 
are worked out which various governmental jurisdic­
tions can perform effectively.

In the field of private finance, the need for Federal 
Government supervision and control of housing invest­
ment has been thoroughly demonstrated. The Fed­
eral Housing Administration and the Federal Home 
Loan Bank Board have had broad, healthy influences 
in the field. However, the main drive of these agencies
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major shifts in the fiscal structure of the States and 
local jurisdiction. In the small communities, other 
revenue sources are scarce. In addition to this govern­
mental problem, it should be noted that present land 
and other real property values have taken the tax bur­
den into account. If the taxes were removed, it would 
modify that value structure.

The incidence of the taxes on real property raises 
other questions. Does the tax on real property hinder 
or stimulate development? The argument can be made 
both ways as there are conflicting currents. Ownership 
of real property does measure in a rough way “ability 
to pay.” Since the ownership of small homes often 
rests on a small equity, however, the legal status does 
distort the picture of ability to pay.

The incidence of taxes on rental properties further 
complicates the problem. Just as in the case of the 
small home owner, the owner of the rental property 
may be loaded with mortgage debt and his “ability to 
pay” overestimated. The owner’s ability to pass on 
the tax burden to the tenant is slight in periods when 
rentals are low. The reverse is, of course, true when 
there is a shortage of rental units.

No discussion of tax problems should fail to point 
out the lowering in governmental costs which is to be 
achieved by unification of the machinery for collecting 
taxes and special assessments in jurisdictions in which 
overlapping machinery now exists.

The advocates of exemption of investment in housing 
from taxation must face all these problems in addition 
to others. Attempts to apply differential rates to land 
and buildings create other problems. Likewise, the 
creation of differential rates on properties of different 
values (homestead exemption) runs into difficulties.

As a question of public policy, the tax problem would 
seem to be: To what extent would modification of 
taxes if adopted act as a stimulant to residential 
building? A corollary is the question of alternative 
taxes. The steady growth of demand for community 
services means that increased tax revenues are needed. 
The method of collecting the cost of these services must 
be faced.

Public housing for low-income families has come face 
to face with this question. For most of the Federally 
built experimental projects, arrangements have been 
made for the payment of service charges in lieu of local 
taxes. Some cities have waived all charges or contribu­
tions from these developments. Tax exemption or sub­
stantial reduction as a method of subsidy for low-rent 
housing is being used in the current program. Although 
this form of subsidy has been questioned by groups in 
6ome cities, the overwhelming majority of the muni­
cipalities taking part in this program have considered 
it the most practical form of local contribution and have 

clearly that it is, in fact, a contribution by theseen
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calls for increasing national scope in the pooling of 
information and the study of methods and procedures. 
The techniques in this field are growing, and contri­
bution of the Federal Government to their development 
is needed.

The research activities of the Federal Government 
in the field of housing are inadequate at a time of 
urgent need. The National Bureau of Standards has 
done much technical work in the field of physical 
standards. The Public Works Administration, the 
Farm Security Administration, and the Tennessee 
Valley Authority have done valuable research work in 
actually building houses. For control and adminis­
trative purposes, all agencies have had to collect data 
on housing. The Department of Commerce and the 
Department of Labor, the Federal Housing Adminis­
tration, and the Federal Home Loan Bank Board have 
collected much valuable information. It is clear, 
however, that the work in this field needs to be broad­
ened and integrated. More adequate statistical collec­
tions, better designed programs in the field of materials 
and equipment, further study of financing methods, 
wider study of community controls—all of these 
and many others call for continued and improved 
research.

Progress can be achieved only by the constant 
review of public policies toward supplying our housing 
needs. This has been particularly true during the 
past few years, although the history of public policy in 
relation to housing is filled with examples of slow 
development and change. The rapidity of develop­
ment, however, during the past few years has been 
accompanied by much trial and error, and much has 
been learned. There are dangers in changing newly 
formulated policies too rapidly, but constant vigilance 
and willingness to face the questions which necessarily 
arise will facilitate sound solutions. What is the place 
of continued Government assistance to private resi­
dential building? What are the limits to public housing 
activities? What are the limits of subsidy to be paid 
for proper housing for the lower income groups? 
What should be the basis for establishing building codes? 
Of zoning limits? Of advance planning of subdivisions? 
To what extent are historic tax policies helpful or 
detrimental to the development of good housing? 
Such questions only touch the surface of the many 
problems of public policy in this complicated field, 
but continuous critical review is one requirement for 
their solution.

Toward Solution of the Housing Problem
When controlled private activity cannot produce the 

necessary housing, public initiative is called for. It is 
now generally accepted that it is impossible for a large 
portion of our population to achieve the minimum

has been to increase the security of investments in 
housing. Government guarantee of mortgages and 
insurances of the accounts of lending agencies consti­
tute public assumption of risks formerly carried by 
investors. Likewise, the study by these Government 
institutions of location of housing and improvement of 
quality and design is significant in protecting invest­
ment. On the other hand, these last items are also 
of service to the borrower of money and user of the 
property. The activities of the Federal agencies have 
also been influential in removing many of the confusing 
and often discreditable practices of agencies which 
loan money to builders.

When Government funds are used for subsidy 
purposes, the terms and standards for subsidy should 
be developed so as to bring about improved conditions 
rather than to perpetuate known deficiencies or ineffi­
ciencies either in housing standards or in the working 
conditions of the construction industry. This prin­
ciple has long been applied in the policy of “matching 
grants” to the States for various purposes such as road 
building, agricultural education, and public assistance. 
It is contained in the United States Housing Act, 
which prescribes the terms for loans and subsidies to 
local authorities for the construction of housing for 
low-income workers. Due to the broad range of 
problems over the country, flexibility was provided 
in the administration of the law. It is possible to 
use this administrative leeway to press toward many 
of the ideals of better municipal planning, better land 
control, better industrial organization, all of which 
are intimately related to public housing Viewed in 
this light, subsidy might become an encouragement 
toward efficiency and high standards rather than an 
incentive to continuation ol practices which have 
become outmoded and no longer satisfy the commu­
nity’s demands. Unless operated on this basis, subsidy 
can be a support for major inefficiencies both in indus­
trial operation and community organization.

Administration of subsidy has long been recognized 
by Federal agencies as an art. The art consists in 
moving toward new goals of public policy as fast as 
present goals become generally acceptable.

Federal agencies should encourage the adoption 
of new policies of land control by municipalities. For 
many years, municipalities have purchased land for 
public buildings, schools, and playgrounds in advance 
of any immediate need. Likewise, many local govern­
ments have established official bodies to develop city 
and regional plans. Carrying out such plans calls for 
broadened programs of land control, including zoning, 
revision of subdivision, and the acquisition of land 
reserves for future housing development.

The multi-state character of many of the problems 
of the metropolitan areas as well as their similarity
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public initiative for those who otherwise cannot have ; 
decent homes.

Stated thus, it would seem that we have a complete • 
program. But all that we really have are some lines of ; 
approach which are not sharply defined and which j 
merge into each other. Costs will be a problem for { 
years to come. The habits of industries must be 
changed. Standards will need refinement. Zoning and ; 
city planning arc still in their infancy. A program of 
public building is only begun. The frank acceptance 
of these and numerous other approaches will bring 
closer to the solution of our problems.
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standard of housing which the public conscience de­
mands. Hence, the program of public building with 
subsidy for the lowest income groups has been written 
into Federal and State law.

In striving to meet our housing needs, we have 
several lines of approach. We move for lower costs of 
construction within certain minimum standards of 
health and decency. We strive to develop our public 
controls so that neighborhoods will be protected and 
community standards raised, while cities are prevented 
from developing in ways which will later need drastic 
revision. Finally, we build with public funds under
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THE RESIDENTIAL BUILDING PROCESS: 

AN ANALYSIS IN TERMS OF ECONOMIC AND 

OTHER SOCIAL INFLUENCES
By Lowell J. Chawner

Introduction The number of families, levels of family 
income, the cost of competing items of ex­
penditure, and the number of available units 
influence the price paid for the use of shelter. 
Rent levels and occupancy on the one hand 
and building costs, financing costs, taxes, 
and other costs of ownership on the other 
hand largely determine the volume of new 
building in any given year. Several new 
statistical series measuring these influences, 
and some fundamental relationships between 
them are developed in the following section.

The statistical materials 
used in this analysis are 
stated largely in terms of non- 
farm areas. The data necessary 
in a measurement of the eco­
nomic factors related to residen­
tial building are more satisfactory 
during the period since 1920 than 
for earlier years. Some measures 
are available, however, over the 
period from 1900 to date. For 
example, as a part of this in­
vestigation there have been 

compiled beginning with that year a series showing the 
annual increments in the physical needs for dwelling 
units in terms of the net increase in families and a series

The marked fluctuations which 
have characterized residential 
building in the United States 
over the entire period for which 
reliable measures are available 
may appear at first glance to be 
erratic and fortuitous. Funda­
mentally, however, it is be­
lieved that the production of do­
mestic shelter is susceptible to 
rational analysis in terms of 
measurable economic and other social influences.

Houses, to be sure, differ in several respects from 
many other commodities, particularly with regard to 
their pronounced durability. The annual production 
of houses is thus relatively small when compared with 
the number of existing structures. Only in a very few 
years has it been as high as 4 percent of the standing 
supply even in a country growing as rapidly as was the 
United States up to recent years. However, as a 
branch of current industrial activity, residential con­
struction in good years is quite large and has involved 
the erection of nearly 900,000 family units in nonfarm 
areas in a single year (1925) at an expenditure of 
possibly 4% billions of dollars.

Single causes are rarely adequate to explain economic 
processes even for the most rudimentary purposes. 
In the production and use of domestic shelter, it will be 
discovered that many varied economic and other social 
conditions play a highly important part. Marriages 
and migration, family income, and the competing claims 
upon income of other items of expenditure as well as 
building costs and interest rates, site costs and taxes, and 
similar influences must be carefully appraised in arriving 
at an understanding of the fluctuations in this industry.

showing the estimated number of units upon which 
construction was started annually in nonfarm areas in 
the United States.
Analysis of Fluctuations

This study of residential building involves two prin­
cipal stages. First, an analysis is made of the market for 
shelter, principally from the point of view of the 
fluctuations in demand. In terms of these demand 
changes and the changes in the total available supply, 
an expression is formulated for the price of shelter as 
measured by rent.

Second, an analysis is made of the factors which 
influence additions to the supply of available units. 
These factors are outlined broadly in terms of condi­
tions in the market for shelter, measured by rents and 
vacancies, and conditions influencing the costs of owner­
ship such as purchase price, financing charges, and taxes. 
As will be noted later, new construction, unless sub­
sidized by public grant or by private philanthropy, 
tends to occur only when the economic demand for 
shelter advances to such a point that the return from 
existing property, either in the form of rental income or 
of satisfactions to an owner occupant, is in excess of the 
annual cost of ownership of new units which may be 
constructed, having equivalent location, facilities, or 
other conveniences.

> Mr. Lowell J. Chawner Is chief of the Division of Economic Research of tho 
Bureau of Foreign and Domestic Commorce, Department of Commerce. Tho 
author is greatly indebted to the following members of that Division for assistance In 
compiling the statistical series Included In this section: For the estimates of increases 
in the number of families, Esthor Wright Staudt; for the estimates of the distribution 
of families by income groups and the direction of tho calculation of the regression 
equations, Dorothy Smith Coloman; for tho estimates of tho numbor of dwelling units 
annually from 1900 to 1915, Robert Sherman and Harold Wolkind.
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$2,000 annually. In 1933, the number of households in 
these income classes had declined to some 7,500,000. 
The number of nonfarm households having incomes 
greater than $1,000 annually fell from more than 
20,000,000 in 1929 to about 12,000,000 in 1933. This 
shifting of several millions of households into lower in­
come classes greatly reduced the economic demand for 
shelter and is clearly reflected in the decline in rents 
over this period.

22 ;i
■ The Economic Demand

Three principal elements influence the economic de­
mand for shelter: the number of families in a given area, 
the income of these families, and the competing claims 
which other items of consumption such as food, clothing, 
automobiles, and recreation make upon family income.

Increase in the Number of Families

An increase in the number of families in a given area 
is not necessarily followed immediately by a period of 
active construction. Expenditures for new buildings 
may be postponed several years, and a more intensive 
use of standing structures always is possible. Such an 
increasing intensity of use is frequently made in periods 
of declining income or in periods of increasing costs of 
ownership. “Doubling-up” in 1933, in excess of that 
experienced in 1928 or 1929, apparently reduced the 
occupancy of dwelling units in nonfarm areas in the 
United States by as many as 500,000 units.2 Notwith­
standing these limitations, the rate of increase in fami­
lies is a fundamental element in the changes in demand.

The physical needs for dwelling units in terms of 
families are essentially local in character, but with 
suitable allowances for migration may be stated in 
terms of national totals. It is, consequently, possible 
to express changes in the physical needs for dwelling 
units, for example, in nonfarm areas in the United 
States during a given period, in terms of marriages, plus 
net immigrant families, minus dissolutions of families by 
death and divorce, minus customary “doubling-up” of 
newly married or aged couples with relatives, plus or 
minus internal migration of families, especially from 
farm to nonfarm areas. Estimates of the annual 
increases in families in the United States calculated in 
this manner are shown in table I.

Trends and Distribution of Family Income

The economic demand for houses is a function of family 
income quite as much as it is of the number of families re­
quiring shelter. As a matter of fact, the postponable 
character of new construction and the ready possibil­
ity of doubling or undoubling as the result of moderate 
changes in income add special importance to trends in in­
come as they relate to building. The character of the 
market for houses is also greatly influenced by the num­
ber of families in the various income groups in different 
parts of the countiy or at different peiiods of time.

Figure 1 indicates that the most numerous income 
classes, including approximately 10,000,000 nonfarm 
households, had incomes in 1929 of between $1,000 and

I -

»

i Table I.—Annual net increase in number of families 1 in the 
United States, 1900-193

[Thousands]

' \

\
\

Net in­
crease in 
nonfnrm 
families

Net in­
crease in 

total 
families

Net in­
crease in 
nonfarm 
families

Net in­
crease in 

farm 
families’

Net in­
crease in 

total 
families

Net in­
crease in 

farm 
families’

YearYear :
‘

1900 ___
1901 ___
1902 ___
1903 ___
1904 ___
1905 ___

239 305 1918 ___
1919 ___

-17 252269
255 06 20 471321 451

628330 05 395 1920. 632 -4
553350 66 416 1921 578 -25

295 66 1922. -86 512301 598
361 05 426 1923 050 -25 625

1906. 434 50066 1924.. .
1925.. .
1926.. .

532 34 566
1907. 472 66 538 535546 -11
190S. 291 65 350 558 -36 522
1909 ___
1910 ___
1911.. .
1912 ___
1913 ___
1914 ___ :
1915 ___
1910.. ..
1917.. .

425 66 491 1927 481 45 526
363 60 423 1923. 434 50 484
348 52 400 1929. 490 36 526 

’ 438 
>372 
1 299

393 42 435 1930. » 275 163
451 29 480 1931 *207 105
430 13 443 1932 * 91 208
410 400 1933...

1934.
*351 
* 515

-4 57 408
451 -0 445 27 > 542
480 -35 451

Source: Construction and Real Proporty Section, Division of Economic Research 
Bureau of Foreign aDd Domestic Commerce.

> A precise definition of the term family has proven very elusive. The year-to-year 
changes in the above table are determined by the increments in natural groups sucli 
as: man and wife (with or without children and other dependents), and widower, 
widow or divorcee (with or without dependents). The year-to-year fluctuations In 
single person "families," i. e., single individuals occupying a dwelling unit are dis­
closed only to a very limited extent in the above figures. Since the unadjusted 
year-to-year changes in marriages less dissolutions, etc., Involve substantial assump­
tions, it was necessary to adjust the year-to-year changes to tho decennial increments 
in private “families” as indicated by the census reports. The census enumerations 
disclose only the number of housholds, I. e., groups of persons living as an economic 
unit for the most part boarding together at tho same table. However, in view of the 
fact that all decennial censuses from 1900 to 1930 were taken at periods of fairly com­
parable economic activity, it is not believed that the above figures involve any con­
siderable trend In doubling or undoubling arising from changes in family incomes. 
They may, however, reflect some trends in doubling arising from changes in social 
custom.

’ In some years farm families show a net decrease due to migration of farm families 
to nonfarm areas In excess of families added In farm areas. Tho number of farm “faml 
lies” In 1935 was assumed to equal tho number of occupied farm dwellings reported In 
the 1935 Census oj Agriculture. A number of indications lead to the conclusion that 
this figure for 1935 may be too high, but no statistical data appear to bo available as a 
basis for arriving at a more nearly correct figure. Tho not increases for tho years 1930 
through 1935 were derived in the same maimer as those for earlier years. Form “fami­
lies” might more properly be designated farm "households.”

* The total number of families for Jan. 1, 1935 was determined directly from tho 
number as Indicated by tho annual increments from 1930 to 1935 in marriages, plus 
net immigrant families, minus dissolution of families by death and divorce. Over 
the period 1920 to 1930 increments obtained in this manner were 5.3 percent larger 
than the differences in the census enumerations of private families (with certain cor­
rections to secure comparability). This same correction, 5.3 percent, was applied 
to the incrementsjustdescribcd to give the figures shown in table 1. These figures 
are considerably larger than the number of independent households added each year 
during this period due to the doubling up of families as the result of reduced income. 
In January 1935, the total number of families Is estimated to have been 300,000 more 
than the number of households.

’Statistics on the number of “extra families” are included In the Federal Beal 
Property Inventory, 19,°4, U. S. Bureau of Foreign <£ Domestic Commerce. No meas­
ure of the year-to-year changes or of temporary as contrasted with normal or perma­
nent doubiing-up is available. Vacancy statistics which are available for a number 
of cities during the period mentioned are the basis for the estimate indicated above 
(see fig. 9). :
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It is important to recognize in any analysis of the 
housing market that the number of households by 
income classes should not be related to the new units 
built but to the total number oj existing units corre­
sponding to the total number of households. It is 
manifestly impossible for economic society to supply 
a)l families or the increases in families in all income 
classes with new units. In nearly all cases, families 
of low income can be housed more adequately in old 
but sound units having sufficient space and other 
facilities for comfortable living than in small and other­
wise inadequate structures having the sole advantage

MILLIONS 
OF HOUSEHOLDS

MILLIONS 
OF HOUSEHOLDS

66

I- 55

44

1929 (BASEO ON BROOKINGS ESTIMATE)

33

22

1Summary of methods: The compilation of this series involved considerable estima­
tion which, however, in nearly all cases was based upon reliable quantitative measures. 
The data used were: marriage and divorce statistics compiled by the Bureau of the 
Census for the years prior to 1933 and by Samuel A, StoufTer and Lyle M. Sponcer 
for the years 1933-35 (“Marriage and Divorce in Recent Years,” The Annals of the 
American Academy of Folitical and Social Science, November 1936, pp. 56-69); immigra­
tion statistics obtained from the flics ol the Immigration and Naturalization Service; 
statistics on deaths obtained from tho Bureau of the Census; statistics upon farm to 
city migration obtained from the Bureau of Agricultural Economics for the years 
1920-36; and other materials.

The annual increments in tho total number of families (farm and nonfarm) were 
determined first. As noted below, these annual increments were adjusted in each 
decennial period to equal the ten year increments in private families (more properly 
"households”) as determined from tho census reports. Thoso totals wore then broken 
down to show separately tho annual increments In the number of farm and nonfarm 
families. In arriving at the estimates, essentially tho following calculations were 
made.

Marriages—A considerable number of marriages are contracted by persons who 
already have homes, particularly widowed or divorced persons who remarry. Based 
upon tho number of widowed and divorced persons who. according to the Census of
1930, were heads of families and tho estimated number of such widowed and divorced 
persons who remarry, it has been estimated that 20 percent of marriages are contracted 
by persons who already have homes. Consequently, 80 percent of marriages each 
year were assumed to represent a potential need for now family units.

Divorces.—According to the 1930 Census, approximately ono third of all divorced 
persons in tho United States are heads of families. Similar data were not collected in 
other years. Thus, out of every 100 divorces (or 200 divorced persons), it was assumed 
that G7 "families” remained and that a decrease of 33 "families,” or one-third of the 
original number of families, occurred.

Immigration and Emigration.—AM data collected by tho Immigration and Naturali­
zation Service pertain to individual persons rather than to families. After studying 
the available data, it appeared that tho best measure of year-to-year immigration or 
emigration of families was the total number of married females entering or leaving 
tho United States.

Throughout tho history of tho United States until the past few years, immigration 
has been substantial. For the past three decades, in terms of tho above measure, 
immigrant families have accounted for an increment In families, averaging approxi­
mately 50,000 annually until 1924. During 1906 and 1907, this number was more than
100.000 families annually. Since the passage of the Quota Act of 1921, tho number of 
admissible quota immigrants has been restricted to slightly more than 159,000 persons 
annually. Consequently, under present conditions evon with allowances for non­
quota admissions, tho number of families added from this source is not likely to exceed
30.000 iu any year. For tho decennial period from 1930 to 1939, there may bo a very 
slight increase by net immigration averaging possibly 5,000 families annually.

Deaths.—An estimate of the year-to-year fluctuations iu families dissolved by death 
has been made as a part of this study. This estimate Is based upon tho approximate 
percent of married, widowed, and divorced persons of each sex who are heads of fami­
lies, and an assumption as to tho percent to which the deaths of individual persons 
In each of these groups has resulted in the dissolution of families. Tho annual number 
of deaths of each sox in each marital status was estimated for the years 1900 through
1931, using the ago specific differentials in mortality between married, widowed, and 
divorced persons and the total population as computed by Walter F. Willcox, Intro­
duction to the Vital Statistics of the United Stales, 1900 to 1930, Government Printing 
Office, Washington, 1933.

The dccado Increments In marriages, plus not immigration, less families dissolved 
by death and divorco, as outlined above, wore in fairly close agreement with tho 
decennial increments as calculated from the reports of the Bureau of tho Census (with 
proper allowances to maintain comparability from decade to dccado In the use of the 
term “families” and in tho differences between census dates). Tho greatest difference, 
14 percent, was for tho decado 1910 to 1919. Finally, in arriving at the figures shown 
in tho above table, tho decado increments in families as reported by the Bureau of the 
Census, with the adjustments just indicated, were prorated according to the annual 
Increments obtained from tho estimates of families as outlined in tho Immediately 
preceding paragraphs.

I
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Figure 1.—Distribution of the number of nonfarm households by Income classes, 
1929,1933, and 1935-36.

Sources:
The distribution of nonfarm "families” by income groups in 1929 was derived from 

an estimate by tho Brookings Institution, America's Capacity to Consume, table 37, 
p.227. As shown on the chart, “families’* Include unattached individuals operating 
independent households as well as two or more family groups living together as one 
household and thus correspond with tho census total of “families” or, more properly, 
households.

The distribution of nonfarm households by Income groups in 1933 is based on the 
percentage distribution reported In the Financial Survey of Urban Housing, United
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influence the family income available for other items of 
expenditure including shelter. The cost of shelter simi­
larly influences the demand for other commodities.

Summary of Demand Factors
A graphical showing of two of the demand factors, 

the number of families added and average family in­
come, appears in figure 2. With allowances for a lag 
of 1 to 2 years, the general correspondence between 
these measures of trends in the demand and the trends 
in the number of units upon which construction was 
started may be clearly observed. Some of the major 
exceptions in the correspondence between demand 
factors and building will be noted later at various 
points in the discussion of costs of ownership. A con­
spicuous exception occurred in the decline of building 
in 1920 in spite of an increasing number of families and 
increasing family income available for shelter. This 
development appears to have been largely influenced 
by the rapidly advancing costs of property ownership 
during 1919 and 1920.

The changes wrought by the World War disturbed 
in an unusual degree the adjustments which might 
otherwise have been expected. A detailed year-to-year 
discussion of the demand changes over these years is 
not practicable and can be more adequately stated in a 

. quantitative formulation of major economic influences 
(pp. 10-12). It may be observed, however, that the 
sharp increase in families after the World War due 
to postponed marriages, farm-to-city migration, and 
substantial immigration from other countries, resulted 
in acute housing shortages in many cities in the United 
States. The number of families added in nonfarm 
areas which had been fairly steady at about 300,000 to 
450,000 annually for the years from 1902 to 1917 
suddenly dropped to slightly more than 250,000 families 
in 1918, and immediately after the World War ad­
vanced to approximately 450,000 in 1919 and to more 
than 600,000 in 1920 and 1923. The number of fami­
lies added each year in nonfarm areas then declined 
almost without interruption from an increment of 
650,000 in 1923 to 90,000 in 1932.

Family income available for shelter (total income less 
allowances for food and other living costs) was well 
maintained over the period from 1923 to 1929. It 
declined sharply thereafter and did not show a substan­
tial increase until 1936, the first year of any consider­
able volume of construction since 1930 and 1931. A 
substantial increase in the number of families added 
during the years 1934 and 1935 did tend to enlarge the 
demand during these years. However, just as in the 
immediate postwar years, it was not until family in­
come and costs of ownership were favorable that sub­
stantial increases in construction occurred. As has 
already been stated, nearly all economic activity results

24 i

The market for existing units, however,of being new.
clearly bears a close relation to the distribution of house­
holds by income classes. Increases or decreases in 

and the consequent shifting of households to 
higher or lower income groups tend to increase or de­
crease rents in the various classes of property. These 
shifts in rents, in turn, tend to influence the trends in 
new building construction.

For earlier years, the distribution of households by 
income groups is not available in as great detail as is 
shown in figure 1. The average family income each 
year, however, may be computed and enters into the 
index of family income shown in figure 2, for the year 
1909 and subsequent years. These figures are calcu­
lated in terms of actual family groups without regard 
to changes in doubling and are thus properly described 
as rates of income per family.

\ i
5

income I

si
:: i

i Competing Claims of Other 
Items of Expenditure

Improved housing may be considered from time to 
time more or less desirable by the people of a given 
community than are automobiles, radios, entertain­
ment, and other items of expenditure. Consumer 
preferences are not readily measurable, however, in 
specific terms, and they vary considerably among house­
holds at different levels of income. They depend, in part, 
upon varying prices of commodities and services as well 
as upon changing social custom. Necessaries of life such 
as food make strong claims upon income. Increasing 
costs of such commodities thus in an important degree
States Department of Commerce, 1934, and related data from the Statistics of Income, 
United States Department of the Treasury. The number of nonfarm households in 
the United States In 1933 was first distributed according to these percentages. (The 
average number of nonfarm households in 1933 (23,200,000) was estimated using the 
1930 census data (see tablo VII) and the annual increases shown in table I together 
with allowances for doubling in that year.) The resulting frequencies gave a total 
nonfarm income slightly less than that indicated by the statistics of national income 
paid out (National Income in the United States, 1929-35, U. S. Department of Com­
merce, 1936), with allowances for agricultural income, for the income of individ 
uais living in hotels, boarding houses, labor camps, and for net capital losses, divi­
dends to insurance policy holders and similar allowances. “Family” incomes under 
$5,000, the distribution of which was based upon the Financial Survey of Urban 
Housing, were adjusted upwards by 5 percent in such a manner that both the num­
ber of households and the aggregate of all incomes were in agreement with the statis­
tics mentioned above.

The distribution of nonfarm households by income groups in the period 1935-36 
was derived from Consumer Incomes in the United States, National Resources Com­
mittee. The basic data used in that report were obtained during the years 1935 and 
1936 jointly by the Department of Agriculture and the Deportment of Labor. (The 
National Resources Committee report shows the income distribution of nonrelief 
families separately for farm and nonfarm families, but a similar break-down is not 
reported for relief families or for total families.) The distribution shown on the 
chart was derived by subtracting the number of farm "families” (relief and non- 
relief), which are estimated to have been in each income class, from the total in each 
income class as shown in Consumer Incomes in the United States.

Important differences with regard to the definition of Income not fully covered in 
these notes exist between the distributionc, shown In figure 1. For example, in the 
distribution for 1935-36, income Is defined from the point of view of expenditure and 
Includes only the income received In a given year which Is available for expenditure 
daring that year.

Differences also exist with regard to the definition of “families.” For example, In 
the above figure, in 1929 and 1933, single persons operating independent households 
were included, whereas in 1935-39 they were excluded. The 1929 nonfarm households 
Include all families whose heads are not farmers; the 1933 nonfarm households repre­
sent all households other than those on farms.

i
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Figure 2.Sources:
The number of nonfarm dwelling units upon which construction was started annually and the index of the net Increase in nonfarm families are based on estimates 

made by the Construction and Real Proporty Section, Bureau of Foreign and Domestic Commerce. The data used in making the dwelling unit estimates for the years 
1921 to 1937 are the building permit reports compiled by the United States Department of Labor. The incomo data are derived from National Bureau of Economic 
Research, Bulletin 66; America’s Capacity to Consume, Brookings Institution; Survey of Current Business, February 1938, Bureau of Foreign and Domestic Commerce; 
and rrom Dr. Wilford I. King’s estimates, Income in the United States, Its Amount and Distribution, 1909-19.

Estimates of number of dwelling units started in 1034, 1935, 1930, and 1937 were revised slightly, subsequent to preparation of chart. See table IV for correct figures.

from multiple rather than from single causes, and the 
only satisfactory analysis that can be made is in terms 
of the aggregate effect of these influences.

The Determination of Rent

An aggregate measure of changes in the several 
elements in the demand, together with the correspond­
ing measures of the supply of available units, may be 
demonstrated to possess a close relation to the trends in 
rents. An a priori analysis indicates that the trends 
in rents logically are a function of changes in the total 
number of families to be housed, the number of avail­
able units, family income and the competing claims of 
other items of consumption, particularly those of rela­
tively inelastic demand. An analysis in quantitative 
terms of the behavior of economic society in the United 
States from 1913 to 1937 discloses a close correspond­
ence between the trends in the underlying elements 
and trends in rents.

It is realized that the data over this period for all 
of the variables mentioned above, particularly for years 
prior to 1920, are not entirely satisfactory and may be 
greatly improved in the future by more adequate 
reporting. Also, the actual determination of rent is 
essentially a local problem. The second qualification, 
in view of the economic interdependence of the various 
parts of the United States and the resulting similarity 
in the trends in these measures throughout the entire

country, is actually less important than it might first 
* appear to be.

The most widely used indexes of rents are those 
compiled by the National Industrial Conference Board 
and the United States Bureau of Labor Statistics. 
Both refer to rents paid by wage earners’ families. 
Resulting from the manner of its compilation, the Na­
tional Industrial Conference Board index tends to be a 
measure of the rates at which new rental contracts 
are made, and the Bureau of Labor Statistics series 
an index of the changes in rents paid for dwellings 
of approximately the same facilities, age, and location 
from period to period. The former tends to lead the 
latter in the timing of its fluctuations by slightly less 
than a year. Both of these indexes with proper allow­
ances for timing are believed to be closely related to 
the trends in average rentals actually paid for dwelling 
units of all types but do not directly measure such 
payments.

The analysis described here attempts to measure, 
using the best data available for the nonfarm areas of 
the United States as a whole, the relationships which 
logically appear to exist between rent and the total 
number of families, the number of available units, fam­
ily income, and the relative cost of competing items of • 
expenditure. These relationships are finally expressed 
in an equation of the type:

XR—a-\: bXo+cXt+dXr
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Table II.—Data for calculation of indexes of rent
[1021-1930=100]
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The first independent variable in this equation is 
expressed as an index of the ratio each year of the total 
number of families in nonfarm areas in the United 
States to the total number of available housing units in 
nonfarm areas in the United States. The second inde­
pendent variable is expressed as an index of income per 
nonfarm family in current dollars each year. The 
third independent variable was not clearly revealed in 
the a priori analysis. After a careful study of the net 
influence of the several variables upon rent using graph­
ical methods, it appeared that the cost of living other 
than for shelter was not significantly correlated with 
rent, but that the cost of food did evidence a negative 
correlation which is believed to be significant. Conse­
quently, in the above expression, the third independent 
variable is an index of the ratio of the cost of food to 
the cost of the items in the cost of living other than 
food and shelter.

The degree to which rent appears to be explainable 
in quantitative terms as a function of logical related 
influences is quite close. This fact gives added force 
to the general observation made earlier in this section, 
that residential rents and construction activity are 
determined not by chance but by measurable economic 
and other social influences.

Graphical methods of analysis were used first in deter­
mining the net influence of each of the independent vari­
ables upon the dependent variable, rent. In each case . 
the relation was so closely linear that an expression of 
simple linear type appeared appropriate. The constants 
in an expression of this type were calculated by alge­
braic methods3 yielding the following equation:

XB=—216.155+2.540Aro+0.778Ar/-0.167A:F.

The data used in these calculations are shown in table II. 
The character of the residuals between the National 
Industrial Conference Board index of rents and the 
values derived from the estimating equation suggests 
that the latter might be improved slightly if a curvilin­
ear relation were assumed between some of the depend­
ent variables and the index of rents.

It was discovered that a higher degree of covariation 
existed with a lead of 9 months between the independ­
ent variables and the dependent variable rent than that 
calculated for a simultaneous occurrence of these vari­
ables; that is, rent apparently is influenced by occu­
pancy, income, and the cost of food 9 months prior to 
the period to which the rent measure applies. The 
most satisfactory period of lead, however, has not been 
fully explored in this analysis. The graphical methods 
indicate that a more satisfactory correlation could be 
obtained for a lead of one year for occupancy and 9 
months for income.

‘See Mordecai Ezekiel, Method! of Correlation Analyst!.

Xt— Index 
of ratio of 

food costs to 
other items 
in cost of 
living*

National 
Industrial 
Conforonoe 
Board in­

dex of 
rents

Xo—Index 
of ratio of 
families to 
available 
dwelling 
units 1

Xm—Cal­
culated 
Index of 
rents4

Xi—In­
dex of in-
como.....
family

Resid­
uals <Year per

V I

00.25 
68.87 
61.06
68.73 
76.99 
85.79 
94.60

103.71 
89.75 
94.16 

100.80 
100.23 
102.46 
103.34 
102.58
104.73 
105.42
95.13 
79.01 
64.52 
62.65 
68.97 
73.62 
81.36

120.46 
120.04 
118.06
125.81
132.81 
123.30 
116.60 
106.73
92. 50 
94.03 
96.14 
97.53 

104.45 
100.33 
103.58 
103.61 
103.89 
96.34 
82.86 
75.38 
77.11 
83.64 
89.27 
90.72

56.596.84 
96.98 
97.12 
97.46 
98.29 
98.75 
99.53 

100.96
102.34 
102.88 
102.59 
101.45 
100.13
98.88 
97.69 
96. 69 
96.33 
96.01 
95.92 
95.80 
96.74 
98.61

100.35 
101.57

59.0 +2 5 
+3.1 
+1.0 
-1.9 
-1.8 
-4.4

1914.
55.9 59.01915.
58.3 59.91916.
63.8 61.91917,
71.2 69.41918.
80.8 76.41919.
90.7 91.2 +.51920.

103.1 99.9 -3.21921.
98.1 98.0 -. 11922.

102.6
106.8
103.2
100.4

102.2
108.7
106.4
103.5 
100.0

-.41923.
+1.9
+3.2
+3.1
+2.4
+1.4

1924.
1925.
1926.
1927. 97.6

95.81928. 94.4
94.0 +.41929. 03.6
91.5f 1930. 93.1 -1.6 

-1.4 
-L 1

84.21931. 85.6
1932. 74.075.1

+.41933. 64.8 65.2
66.2 +.81934. 65.4
71.9 -2.1

-1.5
-1.5

1935. 74.0
1936. 81.1 79.6
1937. 89.9 88.4

Preliminary extension of equation derived from data for period 1914-1937 gives the 
following figures for 1938 for the six columns above: 102.35,84.49,89.86,94.5,88.9, -5.6, 
respectively.

> The ratio of total nonfarm Tamllies to the total dwelling units In nonfarm areas 
based on estimates made by the Bureau of Foreign nnd Domestic Commerce. Shown 
for annual period 9 months prior to that shown for rent.

1 The income per nonfarm family based on income data compiled by the National 
Bureau of Economic Research (Wilford I. King, 1909-18. and Simon Kuznets, 1919- 
28) and the National Income Section, U. S. Bureau of Foreign and Domestic Com 
merce, for the period 1929 to 1937. Includes adjustments for agricultural income and 
for direct relief payments. Shown for annual period 9 months prior to that shown 
for rent. Base period refers to series before application of lead.

* The ratio of food costs to all items In tho cost of living, excluding food and rent, 
based on the National Industrial Conference Board Shown for annual period 9 
months prior to that shown for rent. Base period refers to scries before lead.

4 Based on the equation Xs-*-210.155+2.540A'o-f 0.778X}-0.107A>.
* The difference between the actual rent Indexes and the values derived from the 

estimating equation.

Using the above equation, calculated values of the 
index of rents were determined. The actual and cal­
culated indexes are shown in figure 3. The maximum 
discrepancy between the calculated and actual indexes 
is 4.4 points in the index of rent for the year 1919. 
Lesser discrepancies occur in other years. In view of 
the limitations which may exist in the data, the degree 
of covariation between the calculated and the actual 
indexes of rent is remarkably close. The substantial 
period of lead of the independent variables also may 
prove very useful in appraising future trends in rent in 
terms of related influences. The agreement between 
the actual index of rents shown in figure 3, and the 
values derived from the estimating equation fitted to 
these data, particularly in view of the assumption of 
linear covariation in simplest terms, is closer than might 
usually be expected in quantitative measures of this 
character and should not be taken as indicating the re­
liability of the particular formula shown above for pur-

r
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poses of estimation.4 It does illustrate, however, the 
possibility of the scientific measurement of certain 
pects of economic behavior with a degree of precision 
highly useful for many practical purposes.5

Economic Conditions Influencing Addi­
tions to Supply of Residential Units

The economic process by which new units are added 
to the standing supply of available shelter is not essen­
tially different in basic theory from that of other com­
modities. A number of important distinctions, how­
ever, must be observed with regard to residential build­
ing. The production of nondurable commodities on the 
supply side may be stated largely in terms of costs of 
production in the sense of costs of fabrication. The 
production of durable commodities such as residential 
building must be stated in much broader terms with the 
added consideration of such elements as interest and 
other financing charges, loss of value arising from 
obsolescence and depreciation, taxes, maintenance and 
other costs of ownership. A relatively small change in 
the standing supply of any durable commodity also may 
result in substantial expansion or contraction of credit 
and consequent large effects upon general purchasing 
power. Some of these points will be discussed more 
fully in subsequent paragraphs, particularly costs of 
ownership in their relation to building activity.

Differences in Time Periods

The customary distinctions of classical theory be­
tween current market, short-term, long-term, and sec­
ular trend conditions in the supply are also helpful iD 
the analysis of fluctuations in residential building. This 
arises in part from the capacity of the basic demand to 
change substantially, in terms of the net annual incre­
ment in families, as well as to expand or contract greatly 
by doubling and undoubling, thus placing the require­
ments for new residential building from time to time 
under substantially different conditions.

During certain limited periods, even substantial 
changes in costs of ownership do not appear to influence 
appreciably the volume of building activity. In other 
periods, as economic demand increases, cost of property 
ownership very soon plays an important part in deter­
mining the volume of construction of new units. In 
this case, short-term conditions, in which productive 
capacity is somewhat limited by available labor, mate­
rials, or investment funds, may in an important degree

‘ Tbo coefficient of multiple correlation !?,.,« Is 0.99 indicating that 08 percent of 
the variability over the period covered by this series is accounted for by the 
estimating equation. The significance ol the regression coefficients Is not precisely 
calculable for time series. Such tests as have been made, however, assuming each 
year to be a separate event, indicate that all of the regression coefficients including 
that of Xr are significantly different from zero, i. o., the likelihood of chance occur­
rence of a coefficient of the magnitude calculated Is loss than 1 caso in 100.

' In othor fields, particularly agriculture, such methods have been used extonsivoly. 
8eo Ezekiel, op. cU., pp. 337-340 for a list of correlation studies.
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Figure 3.
Source: See table II.

influence the number of units which may be built. The 
immediate post-war period illustrates clearly the short­
term influences of cost upon the production of dwelling 
units. Such conditions were particularly marked in 
1919 and 1920 and were repeated in 1937 and 1938. 
Long-term conditions in the supply permit certain adjust­
ments in the number of workers and in the prices and 
production of necessary materials as well as in invest­
ment funds and business organization in the building 
industry. Secular trends, in building technology, in 
types and practices of lending institutions, and in living 
customs, e. g., from single-family to multiple-family 
units (see fig. 7), also result in important changes in 
production. The effects of such trends upon year-to- 
year production, however, are likely to be obscure and 
are not readily amenable to analysis in general terms. 
The quantitative measures of economic relationships 
developed in correlation functions shown later in this 
section reflect these changes in time periods, not as 
entirely separable experiences but as stages in a con­
tinuous process.
Costs of Ownership

The more important elements entering into the 
annual cost of property ownership are the cost of 
building and other improvements, the purchase price 
of land, interest rates and other financing charges, 
annual taxes and assessments upon land and improve­
ments, and the annual loss of value due to obsolescence 
and depreciation. Supplementary costs, such as those 
for transportation and community services (refuse 
collection, recreational facilities, schools, and so forth) 
not adequately provided by public agencies, also enter
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of building. These site costs are influenced by many 
factors, such as transportation facilities, zoning regula­
tions, and prospective uses of land other than for 
residential purposes.

Financing Costs.—Interest rates and other financing 
charges, and the rate of retirement of invested capital 
made necessary by depreciation, obsolescence, and other 
loss of value, are also of major importance in any discus­
sion of the production and supply of domestic shelter.

Figure 4 provides a more direct comparison of the 
effect of interest rates and amortization upon various 
investments in housing which could be sustained by cl 
given annual outlay for such purposes. This chart; 
is a graphical representation of the mathematical 
relationship which exists between a capital expenditure, 
interest rates and periods of amortization, and the 
annual payment required to sustain that expenditure- 
It may be observed that equal annual payments of 
$240 for 20 years will sustain a capital expenditure of 
approximately $2,700 when interest rates are 6% per­
cent, and that the same annual payments over 30 
years with interest rates at 4% per cent will sustain a, 
capital expenditure of approximately $3,900. Taxes,
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into any comparisons of the annual costs in different 
areas.

Building Costs.—Improvements in the facilities in­
cluded in houses have been substantial during the past 
two decades. Changes in residential building methods, 
however, have been very slight, and the technique of 
fabrication of houses has been one of the slowest of the 
arts to respond to the widespread technical progress of 
recent times. The result has been that a moderately 
rising long-time trend in the prices of building materials, 
accompanied by a much steeper trend in wage rates in 
the building trades, has resulted in a substantial in­
crease in building costs during the past two or three 
decades. The failure of residential building to share in 
the technological developments which have made 
possible both high wages and lower costs in many types 
of manufacturing production has seriously hindered the 
improvement of housing conditions which would have 
followed substantial technical improvements and con­
sequent reductions in the purchase price of dwelling units.

Land Costs.—The costs of land and necessary im­
provements such as streets, water supply, and sewage 
disposal systems vary greatly in relation to the cost

Figube 4.
Construction and ReaJ Property Section .Division of Economic Research, Bureau of Foreign and Domestic Commerce.Source:



Housing Monograph.

insurance, and other costs would, however, tend to 
be heavier under the larger capital expenditure.6

Taxes.—Taxes upon residential property, for the most 
part, are consumption taxes upon the users of domestic 
shelter. This is true not only for the 46 percent of the 
occupied nonfarm dwelling units in the United States 
occupied by the owners thereof, but also in all but a few 
cases, for rented properties, through the process of the 
shifting of the tax burden in the form of rental payments.

Based upon a tax rate of $20 per thousand dollars of 
true value7 and an estimated value of residential property 
of 90 billions of dollars in 1937, the total amount of this 
tax paid in the United States may be estimated to be 
of the order of 2 billions of dollars annually. It may be 
alleged with some justification that these taxes, which 
are a large and important part of the revenue of local 
government units in the United States, are equitable 
charges for community services supplied by these 
government units. There are, however, notable ex­
ceptions to this observation.

Although a tax may be levied solely for purposes of 
revenue, its broader effects are inescapable. The final 
incidence of taxes levied upon residential property may 
be stated in part as follows:

(1) When a shortage of available units exists, new 
building is not likely to occur until the rental income 
from rented property (or the imputed income on owner- 
occupied property) rises to such a level as to exceed 
total costs of ownership including taxes. Under such 
conditions, taxes may be said to be shifted from the 
owner to the tenant. However, when the number of 
units available for use is considerably in excess of the 
current needs in a community, an increase in taxes can­
not be entirely shifted by a property owner to the tenant. 
An increase in taxes upon real property under such con­
ditions merely tends to reduce net income available from 
property, thus resulting in a reduction in an owner’s esti­
mate of value based upon the capitalization of net income.

(2) The incidence of taxes in a given area is also 
influenced b}7 the differences in the tax rates in different 
parts of that area; for example, within and outside 
municipal boundaries. In immediately adjoining prop­
erties of equal desirability, it may be said that a tax 
placed upon one of the properties and not upon the other 
can not be readily shifted from the owner to the tenant.

(3) In the event that taxation is universal and 
uniform upon residential property over a given area, 
the tax burden will tend to make property ownership 
more expensive. This will tend to reduce new building

1 For a further discussion of financing costs, see sec. V.
1 Facing the Tax Problem, Carl Shoup and Associates, 20th Century Fund, Inc., 

1037. Dr. Shoup states that the property tax rate based on actual values “would 
probably exceed 1JS percent in the majority of cases." The estimated true tax rate 
based upon the unweighted average of the rates in a number ol cities over the period 
1920-36 as calculated by C. E. RIghtor and Rosina Mohaupt varied from $24.26 per 
thousand dollars in 1M cities in 1929 to $26.30 per thousand dollars In 230 cities In 1936, 
ibid., pp. 626-627
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until, with increasing demand, the return to property is ad­
equate to cover taxes as a part of the cost of ownersliip.

Recognizing the effect of taxation of residential prop­
erty upon home ownership, a number of States during 
the past few years have provided varying degrees of 
relaxation of the tax burden upon residential property, 
the most specific of which is designated as “homestead 
exemption.” Other things being equal, any reduction 
in costs of ownership such as taxes will make home 
ownership more attractive and under certain circum­
stances will tend to encourage new building.

Other costs.—In addition to purchase price, financing 
charges, and taxes, a number of other costs such as 
those for repairs and other maintenance, and for insur­
ance, supplementary expenditures for transportation 
and community services, as well as annual losses in 
value due to obsolescence and depreciation enter into 
the cost of home ownership. Purchase price, financing 
charges, and taxes, however, appear to be the dominant 
factors.

Summary of Supply Factors
The immediate postwar years illustrate clearly the 

effect of changes in building costs and financing charges 
upon residential construction. (See fig. 5.) During 
the latter part of 1919 and the early part of 1920, the 
costs of building materials moved up particularly 
rapidly, increasing 70 percent from April 1919 to the 
same month one year later, but declined equally 
abruptly, reaching a temporary low point in September 
1921. Wages in the building trades advanced sharply 
in 1920 and increased somewhat during the following 
year but declined in 1922. Interest rates also advanced 
rapidly during 1920 and declined somewhat thereafter. 
In spite of an active demand during this period, a sudden 
rise in building costs and interest rates in 1919 and 
1920 appears to have been largely responsible for the 
reaction in the volume of residential construction which 
occurred in 1920. In 1922, a year which experienced 
an astonishing increase in building activity, the aggre­
gate of the major elements of cost was at a moderate 
level in comparison with immediately preceding and 
following years.

The trends during the years 1936 and 1937 also 
illustrate the effect of increases in building costs upon 
building activity. Both skilled labor and common 
labor wage rates in the building trades which had been 
fairly steady during 1935 began to increase rather 
sharply in March 1936 and continued their steady 
advance to January 1938, after which they appear to 
have declined slightly.8

The prices of building materials as reported by the 
Bureau of Labor Statistics, after showing little change

* Wage rates reported as actually paid by building contractors In 20 cities; cover 
common labor and 6 skilled building trades.—Engineering News-Record.

|
I
!



p

National Resources Commits
30

CONSTRUCTION 1900-1937SUPPLY FACTORS, NONFARM RESIDENTIAL 
1921-1930*100 'TS&ST

1400INDEX
1921- 1930 ‘ 100

1200
120

1000
100

f

800
80

60060

40040

" f
20020»

•' 00
1930 19351900 1905 1915 1920 19251910

Figure 5.
Sources:
The number ol family units upon which construction was started annually was estimated by the Construction and Real Property Section, Division of Economic 

Research. Bureau of Foreign and Domestic Commerce. The basic data used in making these estimates for the years 1921 to 1937 ore the building permit reports com­
piled by the United Stales Department of Labor. The index of building costs is based on selected items from railroad construction cost indexes published by the 
Interstate Commerce Commission from 1915 through 1937, extended to the years prior to 1915 using the trends in construction costs of wood, frame, and brick structures 
as reported by the American Appraisal Co. The index of long-term interest rates was based on the yields of 60 high-grade bonds as reported by Standard Statistics Co.

Estimates of number of dwelling units started in 1934, 1935, 1936, and 1937 were revised slightly, subsequent to preparation of chart. See table IV for correct figure.

method of multiple correlation used in arriving at thi 
equation was mentioned briefly in the preceding dis 
cussion relating to the determination of rent (see page 
5-7). The number of units built in a given perioc 
a *priori appears to be influenced principally by tin 
increments in the number of families in nonfarm areas 
the average income of nonfarm families, the costs o 
ownership (particularly building costs, interest rates anc 
taxes), and the condition of the market as measured by 
rents and the percentage of occupancy. The formult 
shown below is only one of the possible mathematics 
expressions for the relationships between these dats 
but it expresses the relationship more satisfactorily 
than any of the others which have been developed as £ 
part of this study.
LogZc,= -1.4162 + .01352Zil/+.00428AriV-l-.01620X0

The independent variables entering into this equa­
tion are:

XM—a series measuring the conditions in the marke\ 
for existing units derived by taking the product of the 
occupancy ratio and an index of rent changes for the 
annual period immediately preceding by 3 months that 
shown for the number of units upon which construction 
was started.

XN—a measure of the number of families added dur­
ing the year immediately preceding that shown foa 
the number of units upon which construction was started

lor more than 2 years, also increased sharply in July 
1936 and continued to advance until June of the 
following year. The substantial increase in building 
activity in 1936 and in the first few months of 1937 
from the very low levels of preceding years was clearly 
arrested by tiie sharp increases in building costs and 
wage rates which began during the middle of 1936.

On figure 5 are shown the fluctuations in interest 
rates and building costs, together with the number of 
dwelling units upon which construction was started 
over the period from 1900 to 1937. During periods of 
active demand the chart discloses that nearly all of the 
year-to-year fluctuations in building were in substantial 
agreement with theoretical expectation as regards the 
manner in which cost operates upon production. A 
more satisfactory composite measure of these fluctu­
ations than is possible in the above terms is described 
in the following paragraphs.

The Production of New 
Dwelling Units

The economic conditions which appear to influence 
the volume of residential building have been outlined 
briefly in the preceding discussion. It is possible to 
carry this analysis farther and to express the relations 
between the volume of building and the related economic 
influences in terms of an estimating equation. The

;
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~ Xc—a measure of the ratio of income per family to
costs of ownership for the annual period immediately 
preceding by 3 months that shown for the number of 
units upon which construction was started. In this 
ratio, cost of ownership is a consolidated figure derived 
by multiplying the sum of interest rates and taxes 
by an index of building costs. (See footnotes to 
table III.)

In the analysis of rent changes (p. 6), a good fit was 
obtained using an estimating equation of linear type. 
The analysis of building activity suggested that a better 
expression could be secured using an equation of semi- 
logarithmic type as indicated above. This equation 
accounts for 93 percent of the variation (coefficient of 
multiple correlation squared) in the number of units 
upon which construction was started annually over the 
period from 1914 through 1937. In view of the complex 
nature of the variables and the extensive intercorrelation 
between the several variables, care should be used in 
evaluating the significance of this function.

I It is possible to translate changes in the independent 
variables into corresponding changes in the number of 
new units derived from the estimated equation. In 
view of the logarithmic character of this equation a 
change in the independent variables has a different 
effect at different levels in the magnitude of the vari­
ables. In terms of the 1921-30 average, a 10 percent 
increase in the index of conditions in the market (rent 
times occupancy) may be expected to be accompanied 
by a 37 percent increase in the number of new units 
started annually (the other independent variables 
assumed to be constant). Similarly, a 10 percent in­
crease in the ratio of income per family to the costs of 
ownership may be expected to be accompanied by a 
45 percent increase in the number of new units started, 
and an increase of 10 percent in the index of the number 
of families added, by a 10 percent increase in the num­
ber of new units.

In figure 6 are shown the values derived from this 
estimating equation compared with the number of 
residential units actually built. As may be observed 
in this chart, the two series are in close agreement with 
the exception of the years 1918, 1919, 1930 and 1931. 
During 1918, a strong effort was made by the Govern­
ment to discourage construction not directly required in 
the prosecution of the war. Consequently, the number 
of units started in 1918 is notably less than that which 
would have been expected had this restraint not ex­
isted. In 1919, with the relaxation of governmental 
war efforts, a reversal of these influences occurred and 
building volume was considerably larger than otherwise 
would have been expected. There is no clear reason 
for the discrepancy in 1930 and 1931.

Table III.—Data for calculation of ncio family dwelling units 
started

A'* X.v Xc Xv

Ratio of 
income 

per fam­
ily to 
cost of 
owner­
ship > 

(1921-30 
= 1001

New 
units 

started 
annually 

(thou­
sands) 1

Index of 
condi­

tions in

Calcu­
lated 

new units 
started 

annually • 
(thou­sands)

Number 
of fami­
lies add-

Residu­
als * 

(thou­
sands)

Year
the ed 1mnrket > 

(1921-30 
= 100)

(1921-30 
= 100)

i 1914 57.01 
57.11 
57.90 
59.77 
64.94 
72.38

71.98 
82. GO 
78.75 
75.09 
82. GO 
89. 01

128.4
128.4
129.0
119.7
113.7 
102.2

+66374 440
1915 ■+23417 440
1910 421 420 -1
1917 304 300 -4
1918 -107

+191
307 200

1919. 2G9 4G0

1920 87.04 
100. 21 
100.47 
102. 21 
109.32

49.27 
82. GO 

115.75 
105.86 
109. 52

+4499.1 25G 300
1921 43291 2 +33399
1922 +8592.8 591 67 G
1923 + 13097.9 814684
1924 96,9 827 -20853

1925 108.13 
103.79
99.68
94.68 
91.54

119.05 
97. 44 

100.00 
102.20 
88.10

99.8 -1121.00G 894
1926 103.3 

102.5 
103.9
106.4

809 841 +32
1927 +48709 757
1928 +60653 713
1929 -50566 510

1930 89.97 
83.19 
73.14 
03.07 
62.86

79.49 
89.74 
50.37 
37.91 
16.67

102.5 -125428 3038a
1931 90.2 303 219 -84: 1932 88.8 94 -20114
1933 84.6 + 103 64
1934. +487.9 58 02

1935 68.82 
76.83 
85.93

64.29
94.32
83.33

94.6 142 149 +7
1936 300 -21101.9 321
1937 32798.3 335 -8

Preliminary extension of equation derived from data for period 1914-1937 Rives the 
following figures for l‘J3S for the six columns above: S9.23, 83.33, 93.1, 303. 360, +57, 
respectively.

» The product of the National Industrial Conference Board rent index and the oc­
cupancy ratio. The occupancy ratio prior to 1930 Is based on the ratio of total non­
farm families to total available nonfarm dwelling units, adjusted so that ratio never 
exceeds 100. After 1930 the occupancy ratio is based on actual vacancy surveys con­
ducted by real estate boards and other local organizations. Shown for the annual 
period 3 months prior to that shown for new units started. (See table II and fig. 9.)

»The annual not Increase In nonfarm families. Shown for the year Immediately 
preceding that shown for new units started.

1 The ratio of income per nonfarm family to tho cost of homo ownership. The In- 
como per nonfarm family Is based on Income data compiled by the National Bureau 
of Economic Research (Wilford I. King 1909-18 and Simon Kuzncts, 1919-2S) and the 
National Income Section, Division of Economic Research, U. S. Bureau of Foreign 
and Domestic Commerce for tho period 1929 to 1937. Includes adjustments for agri­
cultural incomo and for direct relief payments. The cost of home ownership Is the 
product of tho residential building cost index and the sum of the weighted average 
interest and tax rates. Tho residential building cost index is based on Interstate 
Commerce Commission building cost reports for construction projects similar to 
residences. Tho mortgage interest rate is that published by Mr. Roy Wenzlick in 
tho Real Estate Analyst for May 1937. The tax rate is computed from data published 
in tho Financial Statistics of State and Local Governments, published by tho Bureau 
of the Census. Shown for the annual period 3 months prior to that shown for new 
units started. (See table II and fig. 5.)

iquatlon Log Xu= 
blc IV.

—1.4162+.0I352X'jf+.00428X'.v+.01620X’c.* Based on tho e
* See footnote tn
* Tho difference between the calculated and actual now units.

Although a decline in income late in 1937 and during 
the first part of 193S suggested a decline in the number 
of units added during 1938, the number actually added 
during this year was slightly larger than the number 
added in 1937. This is doubtless due in part to the sub­
stantial changes in provisions for insuring loans by the 
Federal blousing Administration upon a higher percent­
age of value and at lower interest rates than those pre­
vailing in 1937. This analysis can be further improved 
by the compilation of more representative statistics for 
nearly all of the variables; the calculation of regression 
coefficients in terms of quarterly data, and the careful 
determination of the optimum lead for each of the 
independent variables'* See footnote 4, p. 6.
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Figure 6.
Sources: See table IIL

Adjustment of Supply of Houses to 1909 is calculated to have been 3,679,000 units. 
Over this same period using the Census statistics of 
families and the most likely figure for vacancies in 
1900 and 1910, it would appear that the net increase 
in units should have been approximately 3,664,000. 
Similar figures for the period from 1910 to 1919,inclusive, 
were as follows: 4,014,000 units added by building and 
other changes in the supply and 3,993,000 units as 
indicated by Census statistics of families and assumed 
vacancies in 1910 and 1920; and for the period 1920 to 
1929, inclusive, as follows: 6,494,000 units added by 
building and other changes, and 6,585,000 units as 
indicated by Census statistics of families and assumed 
vacancies in 1920 and 1930.

Estimates of the dollar value of the annual expendi­
tures for new residential construction over the period 
1900-1937 and for the maintenance of residential 
structures over the period 1915 to 1937 are shown in * 
table V. In comparing the magnitude of the expendi­
tures over the entire period, it should be observed that 
building costs in 1915 and prior years were roughly 
half of similar costs during the 1920 to 1930 decade and 
roughly two-thirds of the costs during the years 1932 
to 1936 inclusive. It should also be observed that the 
number of nonfarm families in 1900 was less than half 
of the corresponding number in 1930.

to Current Demand

Although new residential building in all but the most 
inactive years is a large and highly important branch 
of industrial activity, it stands in relation to the total 
housing supply as a comparatively small increment in 
the number of available units. Even in the peak years 
of 1909 and 1925, as has already been indicated, the 
number of new units added only slightly exceeded 4 
percent of the then existing supply, and in 1933 and 
1934, it fell to Jess than 0.3 percent of the standing supply.

Residential Building Activity 
in the United States

Estimates of the number of nonfarm family units 
upon which construction was started annually in the 
United States over the period from 1900 through 1938 
are shown in table IV. Although satisfactory reports 
are available as far back as 1900 for only a very few 
cities, by using considerable care in the weighting of 
these data it is believed that a fairly reliable measure 
of the number of dwelling units upon which construc­
tion was started has been secured. Based upon the 
estimates shown in table IV, and with allowances for 
demolitions and other losses and for conversions, the 
net increase in dwelling units over the period from 1900
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Table V.—Expenditures for residential construction in nonfarm 
areas in the United States, 1900-1987 1

[Thousands of dollars]

Table IV.—Number of family units upon which construction was 
started annually in nonfarm areas in the United States, 1900- 
1987

.

\
[Thousands]

New constructionFamily
units

Family
units

Mainte­
nance

Year Year Year Total
PublicPrivate

1900. 460240 1919. <*>1900. $350,000
470.000
560.000
620.000
700.000
880.000
990.000
980.000
920.000

1.130.000
1.150.000
1.010.000 
1,160, 000 
1,110,000 
1,010,000

989.000 
1,108.000

943.000
717.000

1.599.000
1.609.000
1.759.000
2.832.600
3.757.400
4.300.100
4.583.600
4.590.600
4.288.600
3.961.400 
3,423.700
2.195.100
1.395.600

641.000 
313,900 
271,800
533.000 

1,101,300
1.393.000

3001901. 340 1920. 1901. (’)1902. 432360 1921. (91902.
1903. 676400 1922. (’)1903.

8141904. 440 1923. 1904. (’)1905. 480 8271924. (’)1905.
1900. 4S0 1925. 894 1906.8411907. 440 1926. 1907. <91908. 440 1927. 757 1903. (91909. 580 1928. 713 1909. <9500 1929. 5101910. 1910. (01911. 480 1930. 303 (>)1911.

520 1931. 2191912. 1912. (*)1913. 460 1932. 94 0)1913.
4401914, 1933. 64 1914. (’>440 1934. 621915. 1915. $340,000

350.000
370.000
380.000
400.000
420.000 
45ft 000
480.000
510.000
560.000
610.000 
660,000
710.000 
76a 000
520.000
540.000
57a 000
420.000
370.000
450.000
580.000
760.000
soaooo

$1,329,000
1.458.000
1.313.000
1.125.000 
2,013, 000
2.029.000
2.209.000
3.312.600
4.267.400 
4,860,100
5.193.600
5,25a 600
4.998.600
4.721.400 
4,243,700 
4, 035.100
1.965.600
1.061.000 

683,900 
722,800

1,122,000
1.922.300
2,286,000

1916. 420 1935. 149 1916.
300 1930. 3001917. 1917.
200 1937. 3271918. 1918. $28,000

14,0001919.
Preliminary figure for 193S is 360.
Source: Construction and Real Property Section, Division of Economic Research. 

Bureau of Foreign and Domestic Commerce.
The estimates shown in table IV for the number of family units upon which con­

struction was started annually in nonfarm areas in the United States from 1900 
through 1911 were obtained from a compilation based upon published municipal reports 
for individual cities and upon the returns from questionnaires sent to a large number of 
cities. In this manner, data showing the dollar value of residential construction 
separately woro obtained for 21 citios in tho United States from 1900 to 1905; 31 cities 
over tho poriod from 1905 to 1910; and 40 cities over tho period 1910 to 1915. Using 
these data and making proper allowances for differences in geographic divisions and 
city sizo, an index of the dollar value of residential building was calculated for the 
period from 1900 to 1915, inclusive. This index was deflated for price changes using 
tho American Appraisal Co. index of cost of wood-frame construction which was tho 
typo predominantly built over this poriod. Previous estimates of the number of 
dwelling units built in tho United States for tho year 1915 wore extended to earlier 
years using tho year-to-year changes indicated by tho indox arrived at in the above 
manner. Tho basic data used in ranking these estimates for tho years 1921 to 1937 
are tbo building permit reports compiled by the United Slates Deqartmont of Labor.

A discussion of the method used in arriving at those estimates for the period 1915 
to 1937 appears in an article by tho author on “Economic Factors Related to Resi­
dential Building,” The Annals of the American Academy of Political and Social Science 
March 1937, pp. 24-36. Similar estimates covering tho period 1920-36 have also been 
compiled by David L. Wickcns and Ray Foster, National Bureau of Economic Re­
search Bulletin No. 65.

1920.
1921.
1922................. .
1923.
1924.
1925.
1926.
1927.
1928.
1929.
1930.
1931.
1932.
1933.
1934.. 1,000

9,000
61,000
93,000

1935.
1936.
1937.

Preliminary figures for 1938 are: 1,285,000; 50,000; 800,000; 2,135,000.

i For tho years 1915-37 see, Construction Activity in the United States, 1915-37, Bureau 
of Foreign and Domestic Commerce, U. S. Government Printing Office, 1938. The 
difference between the number of family units upon which work was started and the 
expenditures for residential construction is explained fully In that bulletin.

* Data not available.
For residential building alone, adequate statistics 

arc not available for years prior to 1900. However, 
total building permits in a number of urban areas 
since 1S30 are available and appear to have experienced 
cycles of large amplitude and with durations of 16 to 
22 years similar to those shown in table IV for resi­
dential building.9

In figure 7 there are shown estimates of the percent­
ages of dwelling units in one-, two-, and three-or-more- 
family structures upon which work was started annually 
in non farm areas corresponding to the totals in table IV.

In view of the limited data available for the years 
prior to 1920, implicit reliance should not be placed 
upon the estimates for any particular year prior to that 
time. They are based, however, upon actual reports 
for several cities in each jrear and upon a detailed study 
of relationships between the characteristics in cities of

* John R. Riggleman, “Building Cycles In the Unitod States, 1875-1932,” Journal 
of the American Statistical Association, June 1933, pp. 174-183. Further unpublished 
investigations which Mr. Riggleman has very kindly made available indlcato that 
similar fluctuations also occurrod in earlier years.

various size groups in the years for which more com­
plete data are available. The chart is thus believed to 
disclose with sufficient reliability for all practical pur­
poses the long time trends over the entire period.

The percentage of one-family units shows a clear 
tendency to decline from nearly 80 percent in 1900 to 
less than 60 percent in 1916 followed by an interruption 
during the war and immediate postwar years and only 
slight changes from 1922 to 1928. Since tho latter year, 
the increasing proportion of single-family units is con­
spicuous, indicating that the greatest rate of decline 
in building during the years of declining volume from 
1928 to 1934 was in other than one-family structures. 
In 1936 and 1937, the family units in new one-family 
structures represented approximately 75 percent of all 
units built in nonfarm areas in those years. The per­
centage of units in two-family structures increased 
fairly steadily from 1900 to the war period and has

:
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added by the conversion of large houses to apartments 
is approximately equal to the number taken out of 
by the conversion of residential buildings to other pur- 

Such information as is available, however, in-

declined fairly steadily since that time. The percent­
age of units in multi-family structures increased from 10 
percent in 1900 to more than 30 percent in 1928; then 
declined to approximately 5 percent in 1932; and was 
approximately 20 percent during 1936 and 1937, years 
of moderate building revival.

Conversion, Demolition, and Other 
Changes in the Supply

Changes in the available supply of housing depend 
not only upon new building but also upon such factors 
as the conversion of large single-family houses to multi-

RELAT1VE IMPORTANCE OF TYPE OF DWELLING “PERCENTAGE OF DWELLING UNITS 
IN ONE." TWO "AND THREE'OR'MORE-FAMILY STRUCTURES STARTED 

->ANNUALLY IN NONFARM AREAS, 1900-1937

use

poses.
dicates that there was an appreciable net increase in 
units by this process over the period covered by these 
statistics, averaging possibly 50,000 units annually over 
the period 1920 to 1930 and some 30,000 units annually 
in 1934 and 1935.

The demolition of residential structures in the United 
States in the past lias been at a very low rate and over 
the period from 1920 to 1930 probably did not average 
more than 30,000 family units per year in all nonfarm 
areas.11 In the majority of cases during this period, 
demolitions occurred in connection with changes in 
land use from residential to commercial or other pur­
poses. Only infrequently (prior to the last few years) 
have submarginal structures actually been taken down 
solely because they were no longer in demand. During 
the past four or five years, the rate of demolition has 
been substantially increased through the action of 
municipal authorities in prohibiting the occupancy of 
structures unsafe or otherwise unfit for use. In 1934 
and 1935, this number averaged possibly 60,000 units 
annually, or twice the number taken out of use annually 
in the period from 1920 to 1930. The assistance of 
the Federal Government in the removal of such struc­
tures without cost to their owners has also accelerated 
the rate of demolitions.

to

‘r ■O

TO

to

to

*0

w

zo

Figure 7.
Source: Construction and Real Property Section, Division of Economic Research, 

Rureau of Foreign and Domestic Commerce.
For the number of new dwelling units started annually to which these percentages 

apply, see table IV of this section.
For the years 1920 to 1937, inclusive, the percentages of dwelling units in one-, two-, 

and three-or-more-family structures were estimated from the Bureau of Labor Sta­
tistics permit data covering most of the cities over 25,000 population and in recent 
years for an additional number of smaller cities. The cities for which reports are not 
available were assumed to have the same percentage distribution as reporting cities 
or the same size. The percentage distribution in the small towns and villages (for 
which reports have not been made until quite recently) was based on the 1930 per­
centage distribution of occupied dwellings by types in small towns and villages, as 
reported by the Bureau of the Census. It was assumed that the several types of 
construction in the small towns and villages bore the same ratio to these types of 
construction in the smallest cities reporting permits as that which existed between 
occupied dwellings by types in these two size groups of cities in 1930, Prior to 1920 
the number of reporting cities is small but believed to be fairly representative. Over 
this period the reporting cities were weighted according to size and geographic loca­
tion, and adjustments were made for the fact that identical cities did not report every 
year. The percentage distributions by type of structure prior to 1920 were linked 
to the estimates for later years on the basis of a comparison with the years 1920 to 
1923, inclusive.

Withdrawal from use as the result of fire, flood, 
tornado, or other catastrophe may be estimated at 
approximately thirty thousand family units annually 
in nonfarm areas over the period from 1920 to 
1929.12

Up to the present time in the United States, average 
net changes by conversion, demolition, and other with­
drawal from use have thus been small in comparison 
with the number of new units built annually. During 
the decade from 1920 to 1929, the number of units
inclusive. The number of cities included In these reports varied from 35 to 67. Con­
version figures have also been published for Philadelphia by the Philadelphia Housing 
Association In its bulletin Housing in Philadelphia, 1932 for each year from 1923 to 
1932 inclusive. The number of family units created by remodeling were determined 
in The Real Property Inventory of the Cleveland Metropolitan District by Howard 
Whipple Green for Cleveland and its environs from 1932 to 1936, inclusive. These 
three sources were the bases for the estimates of conversions.

11 Demolition rates estimated for the purpose of this chapter vary from 2.5 units 
per 10,000 population in I92C and 1928 to 0.0 units per 10,000 population in 1035. Frank 
J. Ilallauer of the United States Forest Service uses a demolition rate of 5.0 units per 
annum per 10,000 based upon 1920 population for his computation covering the period 
1920-30: “Population and Building Construction," Journal of Land and Public 
Utility Economics, Feb. 1934, pp. 35-41, and Feb. 1936, pp. 12-18.

Demolition data were obtained from the following sources: A Bureau of Labor Sta­
tistics survey in 1937 covering more than 100 cities over the period 1929 through 1935 
and annual reports for 32 cities over the same period; the Philadelphia Housing 
Association in its bulletin Housing in Philadelphia, 1932 for each year, 1923 through 
1932; the Annual Reports of Tenement riouso Department of the City of New York, 
covering multi-family units in New York City from 1918 through 1936; and the Real 
Property Inventory of the Cleveland Metropolitan District, for 1932 through 1936.

11 Report of the Committee on Statistics and Origin of Fires, National Board of Fire 
Underwriters, New York, May 28, 1936, p. 5; “American Homes Unnecessarily 
Sacrificed to Fire," Fire Prevention Yearbook, 1925, p. 7.

pie-family dwellings, the conversion of residential struc­
tures to other forms of use, principally to stores and 
offices, and the withdrawal of structures from use by 
demolition and by destruction through catastrophes 
such as fire, flood, and tornado. Statistics indicating 
the net change in the housing supply resulting from 
conversions are available for only a few cities.10 It is 
frequently assumed that the number of family units

i® The Bureau of Labor Statistics in its annual reports on Building Permits in the 
Principal Cities of the United Stales published the number of families affected by alter­
ation that changed family accommodations each year in the period 1921 to 1927,

=
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withdrawn from use by all causes probably did not 
.exceed 10 percent of the number of new units built.13

A year-to-year comparison of the net increase in the 
\ number of families and the net increase in the supply 
of dwelling units resulting from building, demolitions,

• and other withdrawals from use and from conversions 
. is given in figure 8. The corresponding number of total
nonfarm families and total available nonfarm housing

• units at the beginning of each year are shown in table VI. 
This table indicates that adjustments in the number of 
units, as might be expected, occur rather slowly. 
Following the peaks in the number of families, the 
additions to the number of available units (largely due 
to new building) tend substantially to exceed the 
current needs. This phenomenon of over-building in 
periods of declining demand may be clearly observed in 
figure 8. Building reached a peak in 1910, 3 years after 
the largest increase in families in that period. The 
peak in actual building in 1926 also occurred 3 years 
after the peak in the annual increase in families in 1923.,

Similarly, after the turning point in the increments 
in demand in terms of families in 1918 and 1932, build­
ing failed to respond immediate!}7. The ratio of fami­
lies to available housing units continued to increase in 
the earlier period for 5 years and, more recently,

in 1938 was still increasing after an interval of 5 years. 
This delay in the adjustment of building to changes in 
the annual increments in families arises in part from 
excess vacancies which have to be worked off in such 
periods, and in part from the slowness with which 
property owners and builders fully realize that changed 
conditions exist. The latter was true in 1919 through 
1921 and was equally true in 1938. One of the most 
important measures that can be taken to improve this 
adjustment of additions in the supply to meet changes 
in demand is the development of adequate statistical 
measures of vacancies in all cities of any considerable 
size in the United States. The development and 
prompt analysis of these vacancy statistics should 
prove extremely helpful in lessening both the shortages 
and over-building which appear to have occurred fairly 
regularly in the United States for more than one 
hundred years and appear to be characteristic of 
building in many other countries. Vacancy data and 
demographic statistics such as those for marriages, 
divorces, and migration arc particularly inadequate 
in the United States at the present time.

Vacancy statistics, although available in only a very 
limited number of cities, have been developed increas- 
ingly, particularly since 1930. Using only the cities 
for which vacancy surveys have been made in two or 
more consecutive years, there has been compiled the

•* For a careful discussion of this subject see George Terborgh, "Present Situation 
of Inadequate Housing,’' American Economic Review, March 1937, pp. 169-174.

ANNUAL NET INCREASE IN NUMBER OF FAMILIES AND IN AVAILABLE DWELLING UNITS IN NONFARM AREAS 1900-1937THOUSANDS 
OF UNITS
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FlGURS 8.
Source; Construction and Real Property Section, Division of Economic Research, Bureau of Foreign and Domestic Commerce.
♦Represents new units built plus units added by conversions minus units demolished minus units taken out of use by fire and other catastrophe.
•Estimated average annual increase in nonfarm families, 1935-49.
Estimates of not change in available dwelling units in 1934, 1935, 1936, and 1937 were revised slightly, subsequent to preparation of chart. See table VI for correct 

figures upon which calculations are based.
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RESIDENTIAL VACANCY IN NON FARM AREAS IN THE UNITED STATESTable VI.—Total families and total available housing units tn 

nonfarm areas in the United States by years, 1900-1988 UNO

Ratio of fam­
ilies to avail­
able units 1

Total avail­
able hous­
ing units

Total non­
farm fam­

ilies «
Year, Jan. 1

77j ousands 
10,285 
10,497 
10,758 
11,077 
11,426 
11,804 
12,231 
12,647 
13,074 
13,480 
13,964 
14,478 
14,942 
15,415 
15,878
16.301 
16,714 
17,117 
17,451 
17,677 
17,978 
18,331 
18,673
19.212 
19,959 
20,761 
21,593 
22,441' 
23,222 
23,906 
24,472 
24,858 
25,078
25.213 
25,248 
25,252
25.302 
25,494 
25,779

PercentThousands
10,025
10.264
10,519
10,849
11,199
11,494
11,855
12,289
12,761
13,052

13,477
13,840
14.18S
14,581
15,032
15,4e2
15,872
16,323
16,809
17,078
17,529
18,161
18,739
19,337
19,987
20,519
21,065
21,623
22,104
22.638

23,028
23,303
23,510
23,601
23,952
24,467
24,922
25,377
25,832

97.471900.
97.78 
97.78 
97.94 
98. 01 
97.37 
96.93 
97.17 
97.61 
96.82

1901.
1902.
1903.
1904.
1905.
1906.
1907.
1908.
1909.

96. 51
95.59
94.95
94.59 
94.67 
94.85
94.96 
95.36 
96-32 
96.61 
97.50 
99.07

100.35 
100.65 
100.14 
98.83 
97.55 
96.35 
95.19 
94.28

1910.
1911.
1912.
1913.
1914.
1915.

Fioube 9.

Source: Construction and Real Property Section, Division of Economic Research, 
Bureau of Foreign and Domestic Commerce.

1916.
1917.
1918.
1919.
1920.

ber come at the middle of the active spring and fall 
moving periods. Consequently, for the purposes of 
computing the data shown in figure 9, the reports have 
been classified into three groups, those made during 
January to April, May to August, and September to 
December, inclusive.

Changes in vacancies result not only from differences 
in the relative number of units in relation to the changes 
in the number of “families” but also include and are 
markedly influenced by changes in the rate of doubling 
of two or more actual families into larger households. 
The increase in vacancies from 1930 to the latter part 
of 1932 may be attributed largely to the doubling of 
families over this period and to some net migration 
back to farm areas during the year 1932. The decline 
in vacancies since 1932 has been due both to the 
undoubling of families and to a rate of increase in the 
actual number of families much greater than the number 
of units added.

1921.
1922.
1923.
1924.
1925.
1926.
1927.
1928.
1929.

94.10
93.741931.

1932. 93.75
1933. 93.61

94.87 
96.89 
98.50 
99.54 

100.21

1934.
1935.
1936.
1937.
1938.

6ouroe: Construction and Real Property Section, Division of Economic Research, 
Bureau of Foreign and Domestic Commerce.

• As Indicated in the footnotes to table J, the term ‘'families” differs from actual 
households. The latter can never exceed the number of available units. The number 
of families, bs used here, however. In periods of acute shortage may result In doubling 
of two or more families Into one household. The ratio of families to available units in 
such periods may be greater than unity.

index of residential vacancies shown in figure 9. The 
percent of units vacant shown in this figure is some­
what lower than that disclosed in real property inven­
tories in 1934, 1935, and 1936. The real property 
inventories in nearly all cases included all standing 
units designed for dwelling purposes regardless of 
whether they were then fit or available for occupancy. 
The vacancy surveys, made for the most part by real 
estate boards and chambers of commerce in various 
cities, frequently with the assistance of postal depart­
ment mail carriers, cover in nearly all cases only the 
units which are habitable and available for use. These 
surveys are made in the several cities at different times 
throughout each year. Annual and semiannual aver­
ages fail to disclose significant interim changes, and the 
usual quarterly periods are quite unsatisfactory since 
their turning points at the end of March and Septem-

Prospective Future Incre­
ments in Demand

Statistical measures of the physical needs for dwelling 
units, as well as forecasts of housing requirements a 
number of years in advance, have been made by some 
writers, based largely upon population and population 
increments with allowances for a changing number of 
persons per family.14 It is believed that conjecture 
based upon such measures and classification as marital 
status, sex, race nativity and age composition of the 
population projected into future years, will also yield 
useful results.

14 Warren S. Thompson, “Population Growth and Housing Demand," The Annals 
of the American Academy of Political and Social Science, March 1937, pp. 131-187. 
Frank J Hallauer, “Population and Building Construction," Journal of Land and 
Public Utility Economics, February 1934, pp 35. 41, and February 1936, pp. 12-18.
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In table VII are shown estimates of the prospective 
number of families in the United States by 5-year 
periods from 1940 to 1960. For purposes of comparison, 
the table also gives the corresponding figures for earlier 
years based upon Census enumerations and the interim 
year estimates shown in table I. In view of the 
tendency of Census statistics by single-year age groups 
to cluster about 5 and 10 year ages, it was not believed 
desirable to calculate prospective increments in families 
by single years as was done for the years from 1900 to 
1935 using other methods. (See table I.) Moreover, 
statistics of this character measure essentially long-term 
trend changes and have little validity in terms of single­
year expectations.

The estimates of the prospective number of private 
families on January 1 of each 5-year period 1940 to 1960 
are based upon estimates by Thompson and Whelpton 
of the future population of each race-nativity group by 
sex and by 5-year age groups. {Population Statistics, 
Pt. I, National Data, material prepared for Problems oj 
a Changing Population, National Resources Committee, 
October 1937, Government Printing Office.) The pop­
ulation estimates by Thompson and Whelpton have 
been made on several assumptions. For the purposes 
of this study, the estimates calculated assuming medium 
fertility and medium mortality were used. Recent 
studies by investigators in this field indicate that this 
basis .of estimation may result in future populations 
somewhat larger than are likely, but that the excess of 
such estimates over more likely values is roughly equal 
to the prospective net immigration. Consequently, 
the slight net immigration which may be realized over 
this period has not been included in the calculations of 
the figures shown in table VII. In so doing, it is believed 
that the most likely future population estimates readily 
available have been secured. To each of these popula­
tion estimates for 5-year age groups, by sex and bjT each 
of four race-nativity groups, there were applied 1930 
age-specific marital status ratios to determine the 
prospective number of persons in each marital status 
at each of the 5-year periods from 1940 to 1960. To 
the number of persons in each marital status in the 
several groups indicated above, there were applied head 
of family ratios to determine the number of families 
which might be expected in each period. The aggre­
gate of the number of prospective families in the several 
groups gives the total number of families likely to exist 
at each 5-year period from 1940 to I960.15

The head of family ratios used were derived from the 
1930 census. If the number of family groups consisting 
of more than one married couple living together tends 
to decrease in the future, the number of separate house-

i* Unpublished estimates using somewhat similar methods have also been compiled 
by Frank Lorimer of the National Resources Committee and George Terborgb of 
tbo Division of Research and Statistics. Board of Governors of the Federal Reserve 
System.

holds will tend to be higher than those shown in table 
VII. Also, if the percent married in future years tends 
to be higher than that in 1930, the number of prospec­
tive families will tend to be higher than that shown in 
the table. The converse results would naturally follow 
from opposite assumptions.

Table VII.—Number of families in the United States by 6-year 
;periods as of Jan. 1, 1900-1960 

[Thousands!

Average 
annual 
Increase 
5-year 
period 

beginning 
in year 
shown

Farm
families

Total
families

Nonfarm
familiesYear

6,951 
6,289 
6,608 
6,804 
6,762 
6.658 
8,740 

‘ 7,360

15,978 
17,774 
20,085 
22,266 
24,291 
27,175 
29,768 

>31,827 
>34,221
> 36,591 
>38,850 
>40,877
> 42,519

1900. 10,025 
11,494 
13.477 
15.462 
17,529 
20,519 
23,028 
24,467

300
4621905.

1910. 436
1015. 405
1920. 677
1925. 519

> 4121930...
>4791935.

1940— • 474
>4521945.

1950. >405
1955. >354
I960.

Source: Construction and Rea! Property Section, Division of Economic Research, 
Bureau of Foreign and Domestic Commerce 

> See footnote 3, table l.
* Estimated prospective figures.

Estimates of the prospective number of families 
derived from actual measures of the present age com­
position of the population by fairly homogeneous 
groups, together with estimates of the probable expecta­
tion of life and known data on percent married and 
head of family ratios in a given year, notwithstanding 
their uncertainties, are believed to result in measures of 
future increments highly useful for practical purposes of 
appraising prospective needs for shelter and other 
requirements of economic society.

An estimate of the number of families on January 1, 
1935, using the methods outlined above, indicated a 
prospective increment from 1930 to 1934, inclusive, 
averaging 425,000 annually. During the depression 
years, however, some marriages were delayed and a 
substantial doubling up of families occurred. The 
number of families actually added over this period as 
indicated in table VII averaged 412,000 annually or 
somewhat less than the prospective increment, very 
likely due to the delayed marriages during these years. 
The number of actual households in the United States, 
as determined by using available vacancy data, appears 
to have increased over these years at the average rate of 
350,000 annually, reflecting the substantial increases in 
doubling of families in the depression years.

Trends in the prospective increments in families 
shown in figure 10 and in table VII indicate a substantial
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Tlie above conjecture upon the future demand is 
thus stated solely in terms of increments in families 
without allowances for trends in family income and in 
competing items of expenditure. The number of 
families appears to be one of the most important ele­
ments of demand as indicated by the high coefficient of 
net regression between rents and the ratio of families 
to available units in the equation shown on page 6. 
Future estimates of families also appear to be the only 
element upon which quantitative measures for future 
years are possible with our present knowledge of social 
behavior.

38

annual increase for a decade or more in the physical 
need for dwelling units. In nonfarm areas, the corre­
sponding increase of families may be slightly less than 
the figures shown for total families in table VII, depend­
ing upon the extent of the prospective internal migra­
tion.16 Based upon these data, it is very roughly 
estimated that there may be required annually an 
average of approximately 550,000 dwelling units in 
nonfarm areas and possibly 40,000 units in farm areas 
during the present 5-year period ending in 1944. This 
includes those necessary for the replacement of units 
taken out of use and allows for conversions in non farm 
areas.

Methods by Which Government May 
Supplement Private Enterprise

Public action in economic affairs is not only possible 
but at many points is an integral part of the social proc­
ess. Economic institutions and practices are to a con­
siderable degree defined in the legal pronouncements 
and administrative practices of government. These in­
stitutions and practices touch residential building at 
many points. Laws relating to the ownership of prop­
erty and to the enforcement of mortgage and other ob­
ligations resting upon real property; the regulation of 
banking and other agencies for the extension of credit; 
the formation and enforcement of building codes in their 
influence upon technical methods and technological 
change; the taxation of property and of income; munic­
ipal regulation of existing structures to the end of 
maintaining public health and safety—all illustrate the 
far-reaching relationship between public action and 
residential building.

Although it is true that private enterprise operates 
essentially within an economic structure to a consider­
able degree defined by government, every change in 
public action or effort by government to supplement 
private enterprise has its repercussions upon the general 
economic process. Consequently, unless private enter­
prise is to be completely supplanted, any action by 
either public or private agencies to be effective must 
give careful consideration to the manner in which 
nomic society operates under present laws and social 
customs.

In this section, it is not possible to discuss in any 
detail governmental action in relation to residential 
struction. There are merely mentioned here a number 
of the processes by which government or other collec­
tive action or individual philanthropy may supplement 
the usual processes of private enterprise:

1. Direct ownership of housing projects by govern­
ment bodies or by other public corporations, Federal, 
State, or municipal.

2. Loans or grants by government to private or to 
other public agencies.

AVERAGE ANNUAL INCREASE IN NUMBER OF FAMILIES IN 
THE UNITED STATES BY FIVE-YEAR PERIODS 1900-1935

— TOOTOO

i 0»IL«t
too >-------------- ■; too

!
500.SOO

i TOTAL

i!
- 400*00 *

-LJ. I

SCO

I !
! COOcoo

Ii
ICO - 100

*55 *40*35 *40 *50000 so o:o *25 *30

Figure 10.
Source: Construction and Real Property Section, Bureau of Foreign and Domestic 

Commerce. Sec footnotes 1, 2, and 3, table I.
•Based on estimated prospective figures of the number of families by 6-year periods, 

1940-60.
tThe increase in total families is the sum of the increases in nonfarm and farm 

families. Therefore, when there is a decrease in farm families, the increase in non­
farm families exceeds the increase in total families. See footnote 2, table I.

The prospective increments in families, although 
declining slightly, remain large during the following 
period, 1944-49. A decline in each subsequent quin­
quennium also is indicated, falling in 1955-59, to the 
lowest rate over the 60-year period for which these 
statistics have been compiled. In view of the fact that 
many other important factors must be considered, 
these data do not provide an adequate basis for a fore­
cast but do measure one of the major factors influencing 
the trend in the production of new dwelling units. 
As far as actual building is concerned, it is likely that 
economic influences such as family income and costs 
of ownership may accentuate the prospective trends 
suggested by the changes from period to period in the 
number of families shown in table VII. Past experience 
also indicates that the peaks in building tend to lag 
a year or more after the peaks in demand.

i< According to the revised estimates of the U. S. Bureau of Agricultural Economics, 
release dated Oct. 27. 1936, the net migration from farms to cities, towns, and villages 
averaged 63U.000 persons per annum over the period from 1920 through 1929. Begin­
ning in 1930, it declined rapidly, hut actual reversal of migration, i.e., a net movement 
to farm areas, occurred in only one year. 1932. DuriDg 1935. the net movement to 
cities, towns, and villages had again reached a very large number—3SG,000 persons.

eco-

con-
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3. Regulation of limited profit associations.
4. Establishment or regulation of financing agencies.
5. Police power regulation: health, sanitation, safety, 

and building codes, zoning, industrial legislation relating 
to building trades workers.

fi. Land development under direct government own­
ership.

7. Technical research in building materials and 
methods.

8. Technical design and inspection.
9. Promotion by government of cooperative rela­

tions between all elements of building process—design, 
finance, labor, production of materials, property owners, 
and others.

10. Remission of property taxes in whole or in part.
11. Provision of market information—vacancy data, 

rent indexes, financial and other business statistics, 
statistics on families and family income.

Summary of Building Trends 
and Related Influences

The primary purpose of this section has been to 
outline the economic and other social conditions which 
have influenced residential building in the United States 
during recent decades. As has been indicated at several 
points, the discussion is essentially an introduction to 
this broad problem. It contains a number of new 
statistical series and careful listing of the various influ­
ences and a preliminary formulation of some of the 
relationships in quantitative terms.

In this discussion of economic and other social influ­
ences, the attempt has not been made to appraise hous­
ing needs from a humanitarian point of view, but rather 
to describe the manner in which our economic society 
operates. The study is thus essentially one of observ­
ing the economic behavior of the nonfarm population 
of the United States during the past four decades as 
regards the manner in which it provides new domestic 
shelter.

A more precise quantitative formulation of this 
process remains to be completed in a continuing study 
of this problem. An observation of the relationships 
which exist between such influences as increases in 
families, family income available for shelter, building 
costs, financing costs, and taxes, and the rate of con­
struction of new housing units indicates that it is 
possible to formulate this relationship in quantitative 
terms sufficiently precise for many practical purposes.

Insofar as building is determined by the free play of 
social forces in an economy not subject to material 
change, it is believed that some indication of future 
trends might be made from time to time, particularly 
if suitable statistics upon vacancies, rents, and other 
measures of the market for residential shelter, as well 
as statistics upon the distribution of family income and 
the migration of families could be made available. 
However, if institutional practices such as public policy 
with regard to the extension of credit, taxation of 
residential properties, or indirect Government subsidy 
to residential construction, change greatly, any con­
jecture with regard to the prospects of the future must 
be altered accordingly.

There is some justification for assuming cyclical 
regularity in the long-time fluctuations in residential 
building. A number of studies indicate that the period 
of these cycles may be about 18 to 20 years in the 
United States. However, the causation of these cyclical 
fluctuations has never been clearly established, and two 
of them appear to be influenced greatly by violent for­
tuitous changes, namely, the Civil War and the World 
War. Although the regularity of these cycles has some 
reasonable likelihood, great reliance should not be 
attached to the precise period of their fluctuations. It 
is believed that the principal emphasis in any appraisal 
of prospective residential building should be given 
to the current trends in the economic and other social 
influences which possess a close, logical, and measur­
able relationship to this branch of construction.

:
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! LEGAL PROBLEMS IN THE HOUSING FIELD

PART 1. PRIVATE HOUSING LEGAL PROBLEMS
By Horace Russell

: Federal Legislation to 
Facilitate Private Housing

Successful operation of Federal legisla- The bill failed of enactment al- 
iion in aid of private housing finance though it was reintroduced in 

Prior to the passage of the Fed- requires complementary action by the several succeeding congressional 
eral Home Loan Bank Act of states. Analysis of state laws on mort- sessions.
1932, the interest of the Federal gages, foreclosures, mechanics' liens and 
Government in the financing of methods of title proof indicates the need from 1921 to 1928, Herbert 
private housing was slight and for less expensive and cumbersome pro- Hoover developed an interest in 
sporadic. The Commissioner of cedures. The diversity of such legis- the proposed Federal Home Loan 
Labor, for example, in 1893 made lation hampers the development of a Bank System. When a candi- 
a survey of the building and loan national mortgage market. State super- date for the Presidency in 1928, 
industry at the direction of Con- vision of home financing institutions he pledged himself to sponsor 
gress.2 The War Finance Cor- needs study, as do the levying and collect- legislation directed to this end. 
poration, created in 1918, was ing of taxes. In 1931, he called the National
authorized to make loans to Conference on Home Building

and Home Ownership in order to arouse public support 
for the proposal and create a better understanding of 
the problems involved. This conference unanimously 
endorsed the proposal to establish a system of home 
loan discount banks, and in his message to Congress in 
December 1931 the President recommended the estab-

i

While Secretary of Commerce,:

i

building and loan associations, but only two loans in a 
total amount of $300,000 were made under this authori­
zation. The United States Housing Corporation, 
another war-time agency, was created to build, for rent 
or resale, housing to accommodate those persons 
engaged in war industries.

A number of problems resulting from the World War 
brought forth the suggestion of permanent Federal 
assistance for housing and housing finance. There 
was a shortage in urban housing, and rents were high. 
There was a shortage in long-term mortgage credit for 
purposes of home financing. A third problem was the 
unemployment incident to industrial and military 
demobilization.

The Department of Labor felt that a possible 
solution of all three lay in making credit available to 
prospective home builders. If credit could be obtained, 
homes might be built, the shortage in homes diminished, 
rents lowered, and the unemployed put to work.

Subsequently, the Department of Commerce pre­
pared a bill to establish Federal Home Loan Banks, 
which would offer a credit reservoir for private home 
financing institutions. This bill was introduced by 
Senator Calder in 1919. Opposition centered on the 
exemption from taxation of the bonds of the proposed 
banks and on the competitive advantages which the 
proposal would give to building and loan associations.

lishment of such a system. A bill to effectuate the 
recommendations of the President became law on 
July 22, 1932.3

It was just at this time that the full force of the 
depression was being felt. By March 1933, more than 
500,000 families had lost their homes through fore­
closure, and a million others were faced with the same 
fate. The same conditions that had brought about 
these results had prostrated the home financing insti­
tutions. Back of the collapse of home ownership and 
home finance were conditions more fundamental than 
the depression itself. The basic defects were in the 
mortgage structure and the sense of insecurity which 
those weaknesses gave both to home owners and to 
those whose small savings were invested in mortgages, 
directly or indirectly. The depression simply revealed 
the defects and showed the need of safeguard against 
panic in mortgage finance.

There were eight main defects which undermined the 
mortgage system prior to 1932. First was the general 
use of short-term mortgage loans, which had to be 
refinanced every few years with high commissions and 
financing charges. Second was the general practice 
of lending only a small amount on the security of the

1 Horace Russell is General Counsel for the United States Building and Loan 
League. When this manuscript was prepared, he was Gonoral Counsel of the Federal 
Homo Loan Bank Board.

1 For a discussion of the various ways in which building and loan associations have 
been favored by Federal legislation, see II. M. Bodflsh, ed., History of Building and 
Loan in the United States (Chicago: U. S. Building and Loan League, 1031), ch. XIII. * Federal Home Loan Bank Act, Public. No. 3M, 72d Cong.
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far-reaching and remedial influence on the mortga^ 
structure has been exerted by the permanent Feders 
establishments, such as the Federal Home Loan Bar* 
System, the Federal Savings and Loan System, tt 
Federal Savings and Loan Insurance Corporation, an 
the Federal Housing Administration.

The Federal Home Loan Bank System was sefc rm 
pursuant to the Federal Home Loan Bank Act dif 
cussed above. This bank system provides a plac 
where building and loan associations, savings bankz 
insurance companies and other institutions, lendin 
upon the security of long-term, amortized home mor 
gages, may pledge their mortgage paper, and secru 
additional funds •with which to make loans to hone 
owners and meet the withdrawal requests of their ir 
vestors. It performs a service for institutions dealin 
in home mortgages similar to that of the Federal R- 
serve System for commercial banks. This flexibilit 
provides greater liquidity to all home mortgages an 
at the same time encourages financial institutions ‘ 
make long-term, amortized loans which the borrowo 
can more easily repay.

The legislation which set up the Home Owners’ Los 
Corporation established the Federal Savings and Lot 
System. The purpose was to create a system of lion 
mortgage lending and saving institutions, under ref­
lation of the Federal Government, which would lei 
to individuals interested in building homes at the lowe 
rate of interest and under the most approved long-tor 
amortized lending procedure. At the same time, it w 
hoped to oiler the public sound institutions in wh.i< 
to invest funds which would later be used in the p u 
chase or construction of a home. By August 31, 193; 
charters had been granted to more than 1,350 Feder; 
Savings and Loan Associations, which have assets tot a 
ing more than one billion two hundred million dollars

The Government has also provided for the insurin 
of shares and deposits in associations of the buildix* 
and loan type through the Federal Savings and Loa: 
Insurance Corporation.5 It is modeled after tti 
Federal Deposit Insurance Corporation and perform 
for investors and depositors in savings and loan insti 
tutions the same function that the Federal Deposi 
Insurance Corporation does for bank depositors 
By August 31, 1938, total savings accounts up to * 
maximum of $5,000 for each saver in more than 2,04( 
savings and loan associations are now insured. 
this means, the possibility of another panic in this field 
of finance has been minimized.

The Federal Government not only took the steps 
outlined above to assist private institutions in meeting 
the mortgage demands of the country but went further 
to stimulate the long-neglected modernization of homes

‘Created by the National Housing Act of 1934, Public, No. 470, 73d Cone-
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first mortgage, which necessitated junior financing 
with all the hazards to the borrower which that practice 
involved. Third was the general use of lump-sum 
rather than amortized mortgages, which necessitated 
the borrower repaying the entire amount of the mort­
gage at one time or refinancing it. Fourth was the 
prevailing high interest rates generally charged on all 
such mortgage loans in contradistinction to the low 
interest rates charged on railroad, public utility, and 
other types of long-term loans. Fifth was the absence 
of a steady market for mortgages as a preferred type 
of investment, due to the lack of facilities for insuring 
the repayment of mortgage loans and to the lack of a 
sufficient number of sound mortgage associations oper­
ating on a national basis, which would create a market 
for this type of investment. Sixth was the lack of any 
credit facilities for home-financing institutions from 
which such institutions could borrow in order to meet 
reasonable withdrawal requests of their investors 
during times of emergency and to meet the usual 
requirements of their borrowers. Seventh was the 
lack of any insurance facilities whereby shareholders 
and depositors in home-financing institutions might be 
assured of the repayment of their invested funds. 
Eighth was the absence of proper lending and appraisal 
practices and procedure and the impossibility of obtain­
ing uniform, cooperative action among thousands of 
widely scattered local home-financing institutions.

- From the first stages of the depression, all these 
factors worked toward the demoralization of home 
finance and the destruction of home ownership among 
the masses of people of small and moderate means.

The urgent task before the private and public author­
ities, however, when President Roosevelt took office, 
was to halt the accelerating deflation and thus stabilize 
the underlying situation. Only when that was done, 
would it be possible to correct the underlying defects 
in the structure of home finance.

To deal with this situation, Congress set up the Home 
Owners’ Loan Corporation 4 as an emergency agency 
to refinance the thousands of mortgages upon which 
financial institutions would otherwise have been forced 
to foreclose. This agency saved the homes of over a 
million people, who were unable to meet the payments 
on their mortgages during the depression period. 
Over 3 billion dollars worth of mortgates were refinanced 
on a 12- to 16-year repayment basis, with amortized 
monthly payments that the mortgagor could easily 
meet. Congress also provided 300 million dollars to 
enable the Corporation to invest in shares or deposits 
of either State or Federal savings and loan associations.

The work of the Home Owners’ Loan Corporation 
has been solely of an emergency character. A more
‘Home Owners’ Loan Act of 1933, Public, No. 43, 73d Cong.
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and to provide for greater liquidity in the mortgage 
market by making possible the insurance of long-term, 
amortized mortgages, and the chartering of national 
mortgage associations by the Federal Housing Adminis­
tration, created in 1934.

Through the Federal Housing Administration, private 
institutions advancing money for modernization and 
repair were guaranteed against loss to the extent of 
20 percent of their loans made to April 1, 1937. Some 
one

However, in order effectively to carry out the private 
housing credit program embodied in the various Fed­
eral acts, many changes in State law will be required. 
For instance, the mortgage and foreclosure laws of the 
various States must be amended to provide a more 
simple, uniform, inexpensive, and expeditious proce­
dure; the mechanics' lien laws of the various States must 
be amended to provide a more simple, definite proce­
dure, which will facilitate rather than impede housing 
construction, and, at the same time, afford adequate 
protection to home owners as well as to contractors, 
subcontractors, architects, engineers, building material- 
men, and laborers; a more inexpensive, expeditious 
method of title examination or proof must be devised; 
the tax laws of the various States must be amended to 
prevent these laws from impeding the financing and 
ownership of homes; and provision must be made for 
more adequate State supervision of institutions making 
home mortgage loans so as to protect both investors 
and borrowers. A discussion of the ways in which State 
legislation should be amended to facilitate this Federal 
private housing credit, program will be presented in the 
following pages.

Mortgage and Foreclosure Law
It has long been recognized that the costly, time- 

consuming, and often unnecessary procedures required in 
many States by the mortgage and foreclosure laws have 
hampered mortgage lending and increased the oper­
ating expenses of mortgage institutions and, at the same 
time, have imposed a burden on borrowers by forcing the 
lenders to charge higher interest rates and lend a smaller 
amount on the security of properties than would have 
been necessary under more expeditious and equitable 
statutes. These procedures and the diversity between 
the mortgage and foreclosure laws of the various States 
have greatly impeded the flow of mortgage money across 
State lines, thereby fostering high interest rates in those 
States where there is a demand for mortgage money.

The participation of the Federal housing finance 
agencies 8 in the field of mortgage lending on a Nation­
wide basis during the past few 3^ears, with their empha­
sis on long-term, amortized, single mortgages, has 
brought a clearer recognition of the costly and unneces­
sary procedures required by the mortgage and fore­
closure laws of many of the States, the diversity, among 
them, and their effect on mortgage lending.

and a half million modernization loans totaling 
approximately $543,000,000 were guaranteed up to 
that time. In February 1938, Congress renewed the 
authority of the F. H. A. to guarantee against losses 
on modernization loans. The reenactment, however, 
provided against loss only up to 10 percent of total 
loans and made other slight changes.

Up to March 1, 1938, more than 215,000 home 
mortgages amounting to over 880 million dollars had 
been insured by the Federal Housing Administration. 
In February 1938, the terms of title II of the National 
Housing Act, under which mortgages are insured, were 
liberalized.6 The mortgage insurance limit was raised 
on single-family homes costing $6,000 or less from 80 to 
90 percent of the appraised value of the property, and on 
single-family homes costing $10,000 or less to 90 percent 
of the first $6,000 of value and 80 percent of the re­
mainder, which means, in effect, that the minimum 
down-payment required of a prospective home owner 
is reduced from 20 percent to approximately 10 percent 
of the sale price. The insurance premium was reduced 
on mortgages covering single-family homes costing 
$6,000 or less, the mortgages on which are insured be­
fore July 1, 1939, from the minimum of one-half percent 
authorized by the National Housing Act of 1934 to 
one-fourth percent. The insurance of mortgages on cer­
tain large-scale rental properties was authorized. The 
amendments of 1938 also permitted the insurance of 
mortgages covering property upon which there is to be 
constructed one or more multifamily dwellings, or a 
group of not less than 25 single-family dwellings imder 
certain conditions. As amended, the act requires the 
insurance premium on all mortgages to be calculated on 
the basis of the “diminishing balance" of the unpaid prin­
cipal instead of the original face value of the mortgage.7

Through all of this legislation, an effort has been made

2

■

■

:

to remedy the long-existing defects in the mortgage 
structure by (1) making the long-term, amortized mort­
gage “the rule instead of the exception," (2) making 
mortgages more liquid by offering rediscount and insur­
ance facilities to private home finance institutions, and 
(3) bringing about uniformity in lending procedure.

* Federal agencies which made mortgage loans prior to L93S are tho Homo Owners’ 
Loan Corporation, tho Farm Credit Administration, the Reconstruction Finance 
Corporation, and the Farm Security Administration (formerly tho Resettlement 
Administration). Federal agencies, in addition to these, which are vitally interested 
in mortgage lending are tho Federal Homo Loan Bank Board, by reason of its super­
vision of private homo mortgago londing institutions; tho Federal Savings and Loan 
Insurance Corporation, by reason of its insurance of the shares of privato home financ­
ing institutions; tho Federal Housing Administration, by reason of its insurance of 
mortgago loans made by privato institutions; and the R. F. C. Mortgago Company, 
by reason of the fact that it purchases F. H. A. insured mortgages from private lend­
ing institutions which originate and service the loans.

• Public, No. 424, 75th Cong.
i Tho amendments to tho housing legislation in 1938 also liberalized title III of the 

National Housing Act providing for tho chartering and operation of national mort­
gage associations. For a discussion of theso changes, see p. 27.
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is generally accomplished by court action,12 and in 
18 13 States and the District of Columbia, it is gener­
ally accomplished by power of sale.14 In one (Maine), 
it is accomplished by notice or publication.

The map entitled “Real Estate Foreclosure Redemp­
tion Map,” figure 3, indicates the length of the redemp­
tion period allowed by the laws of the various States 
and whether the foreclosed mortgagor-owner or the 
purchaser at the foreclosure sale is entitled to the 
possession of the property during the period of redemp­
tion.

44i
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Diversity in Mortgage and Foreclosure Laws

The accompanying maps, figures 1 and 2, based 
on the lending and foreclosure experience of the Home 
Owners’ Loan Corporation, indicate the diversity in 
the more important aspects of the mortgage and fore­
closure laws of the various States.

The map in figure 1 indicates the type of security 
instrument generally used in each State. It is to be 
noted that, in 9 States,9 the type of instrument in 
general use is a deed of trust; in 38 States,10 a mort­
gage; and, in one, (Georgia) an outright deed.

The map entitled “Real Estate Foreclosure Map,” 
figure 2, indicates the type of foreclosure action in 
general use in each State. In 29 States,11 foreclosure

11 Arizona, Arkansas, Connecticut, Delaware, Florida, Idaho, Illinois, Indiana, 
Iowa, Kansas, Kentucky, Louisiana, Montana, Nebraska, Nevada, New Jersey, 
New Mexico, Now York, North Dakota, Ohio, Oklahoma. Oregon, Pennsylvania, 
South Carolina, Utah, Vermont, Washington, Wisconsin, Wyoming.

'* In 12 of these States, foreclosure in court is required by statute; while in the 
remaining 17, though not required by statute, this is the customary method usually 
followed.

'* Alabama, Georgia, Colorado, Maine, Maryland, Massachusetts, Michigan, 
Minnesota, Mississippi, Missouri, New Hampshire, North Carolina, Rhode Island, 
South Dakota, Tennessee, Texas, Virginia, West Virginia.

14 In 11 of these States, no period of redemption follows the sale; while in 7 there Is 
such period.

• California, Colorado, Mississippi, Missouri, North Carolina, Tennessee, Texas, 
Virginia, West Virginia.

10 Alabama, Arizona, Arkansas, Connecticut, Delaware, Florida, Idaho, Illinois, 
Indiana, Iowa, Kansas, Kentucky, Louisiana, Maine, Massachusetts, Maryland, 
Michigan, Minnesota, Montana, Nebraska, Nevada, New Hampshire, New Jersey, 
New Mexico, New York, North Dakota, Ohio, Oklahoma, Oregon, Pennsylvania, 
Rhode Island, South Carolina. South Dakota, Utah, Vermont, Washington, Wis­
consin, Wyoming.

Figitee 1.—Real estate mortgage map indicating the form of security instrument generally used in each State.
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It may be seen from this map that there is no redemp­
tion period in 20 States, while in the remaining States 
the period for redemption ranges up to 24 months. It 
is also to be noted that in four States,16 the purchaser 
at the foreclosure sale is entitled to the possession of 
the property during the period of redemption; and 
that in the remaining 24,16 of the 28 States which pro­
vide a redemption period, the foreclosed mortgagor- 
owner is entitled to the possession of the property during 
the period of redemption.

It was impossible to bring out in these maps the 
many other variations in the substantive law of mort­
gages and foreclosure which affect mortgage lending, 
such as the interest created by a mortgage and the 
period of limitations. Nor was it possible to show the 
extent of, and diversity in, the emergency moratoria

45

legislation passed during the depression, some of which 
is still in effect or has been reenacted.17

Effect of Foreclosure Laws 
on Mortgage Lending

Tables I and II,18 which are based on statistics 
gathered in a recent “Survey of the Foreclosure Opera­
tions” of the Home Owners' Loan Corporation,19 dem­
onstrate the effect which the existing mortgage and 
foreclosure procedures of the various States have on 
the cost and time elements involved in foreclosure.20

w This legislation may be classified as follows: Laws prohibiting foreclosures and 
sales thereunder until a certain date or for a reasonable time in the discretion of the 
courts; laws extending the period of redemption on mortgages in process of foreclosure; 
and laws either abolishing deficiency Judgments after foreclosure or limiting the right 
to such Judgments by requiring the sale price of the mortgaged property to be based 
on the “fair,” "reasonable,” “Just,” or “equitable” value of the property. See 128 
CCH 17801.

11 Reprinted with permission from the Federal Home Loan Bank Review, November 
1937.

” A copy of this survey, which was made by Mr. Henry Beaman, senior attorney, 
Foreclosure Section, may be obtained on request from the General Counsel. Home 
Owners’ Loan Corporation, Washington, D. C.

One of the most striking examples of the existing diversity in the mortgage and

“ Alabama, New Mexico, Oregon.
>» Arizona, Arkansas, Colorado, Idaho, Illinois, Indiana, Iowa, Kansas, Kentucky, 

Maine, Michigan, Minnesota, Missouri, Montana, Nebraska, Nevada, North 
Dakota, Oklahoma, South Dakota, Utah, Vermont, Washington, Wisconsin, 
Wyoming.

Figure 2.—Real estate foreclosure map Indicating the foreclosure procedure generally used in each State.
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Table I sets forth the type of foreclosure action used 
in each State, the average cost of foreclosure per case, 
the average cost of foreclosure as a percentage of the 
total loan amount, and a breakdown of the various 

The variations in cost are also

In this survey, a sample of approximately 100 fore­
closures was taken in every State and the average cost 
and time necessary to foreclose computed. Because 
the Home Owners’ Loan Corporation chose, whenever 
possible, the least expensive and the shortest method 
of foreclosure, because computed costs did not include 
the cost to the Corporation of its salaried personnel who 
supervised the foreclosure proceedings, and because the 
practicing attorneys who handled the foreclosures agreed 
to a reason ably small feebecauseof thevolumeof business 
given them, the time and cost elements were probably 
less than those of privately instituted foreclosures.21

I
:

22elements of cost, 
indicated in figure 4.

Foreclosure, which was a part of a Survey of Real Estate Laws, conducted in 1936 by 
the Works Progross Administration of Now York City as Project No. 352, it 
revealed that the average cost of foreclosure in the borough of Queens, City of New 
York, during the years 1930-35, based on a study of 1,800 typical cases, was $570.03; 
in Kings County, N. Y., 1933-35, based on 255 typical cases, it was $663.38; in Now 
York County during the samo years, based on -133 typical cases, it was $812.08. On 
the other hand, according to the survey of the foreclosure operations of the Home 
Owners’ Loan Corporation, the average cost of foreclosure in Now York City was 
$380.37, approximately half the average cost given in the Works Progress Adminis­
tration study of privately instituted foreclosures.

» The percentages shown in this table are based upon the total cost of foreclosing 
on mortgages in each particular State, rather than tho average cost. Although the 
average costs would be preferred in showing the extent to which each itorn went to 
make up the total cost, it was impossible to show percentages of the average cost 
bocause foreclosures within a State did not always include the same items. Thus 
in Now York, only 23 percent of tho total sample included costs for auctioneers’ fees 
or trustees' fees, because in the upstate d'stricts no such fees are charged.

In studying this tabic, it should also be borne in mind that, since the various 
elements of cost are expressed in terms of percentages, in some cases certain items 
might be disproportionately high by reason of the fact that the total cost of foreclosure

was

i

foreclosure laws of the various States is found in a metropolitan area which is half 
in one State and half in another, i. c., Kansas City, Mo., and Kansas City, Kans. 
In the former city, foreclosure is by exorcise of power of sale after 3 weeks’ notice by 
publication. A deed to the property is immediately given to the purchaser at the 
sale as there is no redemption period unless the mortgagor gives notice that ho wishes 
to exercise such right at the sale and guarantees the purchaser against loss by posting 
bond, in which event the mortgagor has 1 year in which to redeem. Tho total cost 
of foreclosure under this procedure averages about $40. On the other hand, in Kansas 
City, Kans., there is no provision for power of sale. Tho action must take place in 
court and tho mortgagor is allowed from 6 to 18 months after the s^le to redeem the 
property. The total cost of this action is approximately $100.

11 For instance, iD a recent Report of Investigation on Cost and Procedure in Mortgage

4I* >

Figure 3.—Real estate foreclosure redempti
on map indicating the length of the period of redemption in each State.
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Table 1.—H. 0. L. C. foreclosure costs and the type of foreclosure action, by States 

[Based on as near 100 foreclosures as possible for each State]

Principal Items as a percentage of total costs to H. O. L. C.

Percent 
of total 

loan 
amount

Average 
cost of 
fore­

closure

Commis­
sioner’s,
trustee’s,

and/or
sheriff's

Type of 
action 1State Master 

in chan­
cery's

Attor­
ney’s
fees*

Advertis­
ing cost

Court
costs

Title
search

Auction­
eer’s fees

Record­
ing fees

Revenue
stamps Other

fees
fees

P 69.91.2Alabama...................
Arizona--------- ------
Arkansas...................
California.................
Colorado----- --------
Connecticut..............
Delaware..........
District of Columbia.
Florida......................
Oeorgia........... ;........
Idaho_______—--
Illinois......................
Indiana....................
Iowa______   ...
Kansas......................
Kentucky.................
Louisiana..................
Maine........................
Maryland.................
Massachusetts..........
Michigan...................
Minnesota_______
Mississippi................
Missouri...................
Montana....______
Nebraska..................
Nevada------------ ...
New Hampshire___
New Jersey.............
New Mexico............. .
New York..................
North Carolina........
North Dakota....__
Ohio..........................
Oklahoma.............
Oregon...................... .
Pennsylvania...........
Rhode Island.......... .
South Cnrolinn....... .
South Dakota....... .
Tennessee................. .
Toxns........................ .
Utah......................... .
Vermont................... .
Virginia__________
Washington...............
West Virginia______
Wisconsin_________
Wyoming_____ .....

25.0 2.7 2.4 $47.95
202.38
123.18
161.34 
102.65 
111.00
120.93 
68.75 

158.16 
56. 70 

170.98 
354.30 
185.61
129.35 
90.88

149.23 
116.48 
21.32 

157.56 
29.08 
9a 52 
96.11 
58.81 
48.40 

161.74
112.19 
223.01
7a 82 

222.29
175.38 
312.54

64.07
114.94 
125.46 
13a 97 
130.37 
158.27
44.72 

123.25 
7a 84 
77.51

C 5.4 58.6 18.1 13.4 5.3 1.5 2.3 0.8
C 5.0 40.6 0.8 37.0 18.6 1.1 1.9
C 4.0 49.9 26.1 8.5 9.4 1.7 3.0 1.4
P 3.6 50.2 9.4 5.0 31.0 2.91.5
C 1.9 63.6 *36.4
C 2.9 62.3 39.6 1.0 4.62.5
P 1.0 64.7 22.0 3.1 9.1 1.1
C 5.2 Gas 7.9 3.6 6.8 9.8 9.51.1 0.5
P 1.9 52.5 42.5 2,7 2.3
C 6.0 50.1 29.7 3.8 a9 0.313.1 2.1
C 6.3 34.7 4.8 7.9 34.8 2.213.5 0.3 1.8
C 4.6 48.1 *31.1

*30.0
5.8 0.7 2.7 11.6

C 4.0 59.7 as 0.35.5 1.0 3.0
C 3.7 55.1 34.8 5.4 3.3 1.4
C 4.2 6a 3 30.4 iao 1.9 0.31.1
C 2.7 31.1 28.0 18.8 9.411.8 ao
S 0.6 46.9 47.8 4.9 a4
P 4.4 31.7 21.9 6.3 22.0 2.2 5.9 7.62.5
P 0.5 56.9 27.8 15.3
P 1.9 50.3 34.6 3.3 0.1 0.64.6 6.5
P 2.6 61.2 21.4 16.6 0.7 ai
P 1.8 59.5 33.4 2.8 4.3
P 0.7 78.6 11.3 10.2
C 5.8 75.6 7.6 8.9 4.6 a9 2.3 ai
C 5.4 45.0 47.1 7.1 0.60.2
C 3.8 59.8 18.3 13.2 4.4 1.3 2.8 a2
P 2.0 60.6 21.2 7.8 5.8 4.6
C 4.7 38.0 *62.0
C 6.9 51 0 11.4 6.8 12.1 0.9 7.8 5.51.5
C 5.9 40.0 17.5 29.1 1.72.3 5.4 2.0 a7 1.3
P 1.4 22.655.5 2.4 *12.8 6.8
C 4.1 51.8 13.5 13.3 3.05.7 12 3.05.5
C 2.9 39.5 a2 *49.6 2.93.6 1.1 3.1
C 12 30.7 12.9 ia7 11.3 26.0 2.1 181.5
C 4.6 56.5 1.59.7 la 2 12.0 1.5 2.0
C 3.0 31.8 41.5 *21.7 a412 a4
p 0.8 56.4 23.0 ltt7 9.9
C 17 50.0 14.0 23.5 a210.0 1.2 1.1
P 3.1 45.5 43.4 a7 ia4
p 2.4 615 a228.4 3.3 3.6
P 5.180.2 31865.2
C a4 158.33

97.14
94.48

13140
56.93

169.94
174.11

4.9 66.2 12.8 3.9 2.612.7 1.4
C 64.42.2 35.6
P 1.7 42.3 5.4 4.8 a233.0 111 ai
c a35.4 55.1 16.9 2.417.1 7.1 1.1
P 1.2 39.8 46.7 2.6 4.8 6.1

a9c 3.1 52.7 *33.3 2.919 2
c a47.2 61.7 23.9 7.9 1.2 1.83.1

i Consists of power of sale (P), court action (C), or (S) strict foreclosure by publication with no sale. When any one of these is allowed, that listed has been used principally 
by the Home Owners’ Loan Corporation.

* Extra items Included In court costs: Connecticut—all items; Indiana—sheriff’s fees, advertising cost; Iowa—sheriff’s fees and some advertising costs; New Jersey—all items; 
North Carolina—recording fees; Ohio—advertising fees; Pennsylvania—most recording fees; and Wisconsin—publication for sale, sheriff's fees, recording fees.

* Average foreclosure costs do not include attorneys’ fees in Texas, Massachusatts, Delaware, District of Columbia, and Rhode Island as foreclosure was handled by II. O. L. C. 
salaried personnel. Average foreclosure costs do not Include a full charge for attorneys’ fees in Louisiana, Missouri, Nevada, and Oklahoma as work was partially done by salaried 
personnel.

•Table II sets forth the average time required to com­
plete foreclosure in each of the states, the time being 
computed from the date the petition to foreclose was 
filed in court, or the first advertisement published 
(depending upon whether it was a court or power of
is quite nominal. For instance, since foreclosure is handled by the H. O. L. C.’s 
salaried attorneys In Texas as a part of their business routine, and since the total 
cost of foreclosure in that State is therefore but $5.18, the cost of revenue stamps and 
the recording of the deed makes up 99 percent of the total foreclosure costs.

sale foreclosure), until the period of redemption, if any, 
bad expired and the Home Owners’ Loan Corporation 
had gained an indefeasible title. The map, in figure 
5, shows graphically the differences in time required 
to foreclose from State to State.

From these tables, it is to be noted that, with respect 
to the time required for foreclosure and the costs in­
volved, the States may be roughly classified into three
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Table II.—Average lime required to cotnplele H. 0. L. C. foreclosures 
[Based on as near 100 foreclosures as possible for each State]

Period 
of re­
demp­
tion 1

Period 
of re­
demp­
tion *

Total timeTotal time
ExplanationStateExplanationSuite

MonthsMonths DaysMonths Days Months

021Mississippi
Missouri...

12425 3Alabama. 
Arizona. - 
Arkansas-

Written notice by mortgagor at sale or 10 
days bpfore, gives him 12 months re­
demption following sale.

1616278
Redemption period of 12 months permitted 

but waived in H. O. L. O. mortgages.
5 4

122Montana ............
Nebraska...........
Nevada___......
New Hampshire-
New Jersey____
New Mexico-----
Now York.........
North Carolina. . 
North Dakota ...
Ohio....................
Oklahoma---------
Oregon.................
Pennsylvania----
Rhode Island-----
South Carolina...
South Dakota__
Tennessee............

1528 12California--------
Colorado______
Connecticut.......
Delaware........... .
District of Co­

lumbia.
Florida................
Georgia............
Idaho_____ .....
Illinois......___

14 (*)20518 67
12121504 4
02713 32 0
04 21031

0 913
03 1722 03
01 1C0 27 0

4 12101215 1
Debtor has 12 months for redemption; 

creditors, additional 3 months.
03 2416 1519

9 20 G
10 1215Indiana. 

Iowa— 
Kansas

0 1214
19 011215 14

Redemption period may be 6 or 18 months 
depending on type and status of mort­
gage.

If sale does not bring 54 of appraised value, 
mortgagor may have 12 months redemp­
tion.

10 0211 14
0282

25 1213
Redemption period of 24 months permitted 

but waived in II. O. L. C. deeds of trust.
11Kentucky. 16 3

Texas.......
Utah....... .
Vermont.

0 22 0
Louisiana..........
Maine................
Maryland_____
Massachusetts ..

It 23 64 011
Redemption period is 12 months but 

chancellor may shorten if security is 
insufliciont.

8 2712 25 12
11 0

Total time refers from date of dispatch to 
State counsel. No redemption after fore­
closure by sale; a 3-year redemption after 
foreclosure by entry. Latter rarely used 
by H. O. L. C.

6 months redemption if foreclosure by court 
action; 12 months if by advertisement.

2 6
Virginia...........
Washington........
West Virginia----
Wisconsin.........
Wyoming.........

0 8 0
1216 G

6 01
0 1216

Debtor has 6 months for redemption; 
creditors 9 months.

9Michigan........... 15 115 1

Minnesota. 25 1213

i in case of foreclosure in court, the time has been computed from the date of the filing of the petition to foreclose to the date of acquisition of title, freo of redemption. In case 
of foreclosure under power of sale contained in the mortgage or deed of trust, the time lias been computed from the date of tho first publication of notice of salo or of intention to 
foreclose, where such is required, to the date of acquisition of title, free of all rights of redemption.

i '‘Redemption period” is generally defined as the period from date of foreclosure sale until final acquisition of title during which the mortgagor may redeem the property. In 
4 States the statutory time allowed the mortgagor is not strictly a redemption period but Is often described as such. The provisions in these States are: In Indiana 12 months from 
date of filing foreclosure petition until date of sale. In Wisconsin 1 year from date of Judgment to date of sale. In Oklahoma 6 months from date of Judgment to date of sale. In 
Nebraska 9 months (at request of mortgagor) from date of judgment to date of sale.

groups: (1) Those in which cost of foreclosure is low 
(less than $100) and the time required in most instances 
short (less than 3 months)23; (2) those where cost of 
foreclosure is high and the time to foreclose in many 
instances is unnecessarily long24; and (3) where cost of 
foreclosure is not only high and the time to foreclose 
in many instances unnecessarily long, but where there 
is also a period of redemption of 6 months or more 
during which in most cases the mortgagor is entitled to

possession of the property.
Study of the costs incurred by the Home Owners’ 

Loan Corporation in foreclosing mortgages in the vari­
ous States reveals that the average cost in States in the 
first group was approximately $55; whereas in States 
in the second and third groups it was approximately 
$155. In other words, in the States in the second and 
third groups approximately $100 more was paid for 
foreclosure of a mortgage than in States in the first 
group. This $100 per foreclosure might well be con­
sidered a useless expense or waste, since it is to be 
assumed that in all States an equally indefeasible title 
is gained by foreclosure proceedings.

« Arizona, California, Colorado, Idaho, Illinois, Indiana, Iowa, Kansas, Kentucky, 
Michigan, Minnesota, Montana. Nebraska, Nevada, North Dakota, Oklahoma, 
Oregon, South Dakota, Utah, Vermont, Washington, Wisconsin, Wyoming. Ar­
kansas should probably also be Included in this group because of the cost of fore­
closure and the 12 months’ redemption period during which the debtor is entitled to 
the possession of the property unless tho period of redemption is waived.

25

« Georgia, Massachusetts, Mississippi, New Hampshire, North Carolina, Rhode 
Lsiand, Tennessee, Texas, Virginia, West Virginia, and the District of Columbia. 
Maine and Missouri should probably also be included in tbis group as the average 
cost of foreclosure In each of these States is less than $45. On the other hand, in both 
of these States there is a 12 months' redemption period during which the debtor is 
entitled to the possession of the property. Alabama should probably also be included 
in this group, even though the peiiod of redemption is 2 years, since the cost of fore­
closure is less than $50 and since the purchaser and not the debtor is entitled to the 
possession of the property during the running of the period of redemption.

*• Connecticut, Delaware, Florida, Louisiana, Maryland, New Jersey, New 
Mexico, New York, Ohio. Pennsylvania, South Carolina.
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If approximately 1,000,000 mortgages have been fore­
closed during the past 10 years,20 then at an average 
cost of $124 each, as found by the Home Owners’ Loan 
Corporation $124,000,000 would have been expended 
for mortgage foreclosures. Assuming that $55, the 
approximate average cost of foreclosure in States in the 
first group, is sufficient to cover the cost of foreclosure, 
it appears that during the past 10 years approximately 
$70,000,000 has been spent unnecessarily because forc-

* Holden, “The Monaco of Mortgage Debt,” ICO Harper’s 575 (1933), estimates 
that the number of foreclosures in the United States in 1931, 1932, and 1933, was 
probably well over 500,000.

According to the Report of Investigation on Cost and Procedure in Mortgage Fore­
closure, supra, there wore 32,922 notices of foreclosure lis pendens filed in the borough 
of Queens, city of Now York from 1930 to 1935. According to figures released by the 
tax department of the State of New York, there are approximately 175,000 one- and 
two-family homes in this borough. In other words, during the period of 1930 to 
1935, more than 1 out of every 10 homes was in the process of foreclosure in that 
borough.

II. O. L. C. Summary (July 22, 1936) estimates that in a normal year, like 1926, 
approximately 68,000 homes are foreclosed; that, in 1932, this figure had increased to 
248,700 per annum; and then, by June 1933, foreclosures were occurring at an estimated 
rate of 24,000 a month. In the House hearing on the National Housing Act of 1934, 
H. R. 9020, 73d Cong., 2d sess., p. 63, figures averaging about S percent higher than 
these may bo found. From these estimates, it is safe to conclude that at least 1,000,000 
foreclosures have takon place over the last 10-year period.

closure procedures in all States were not as simple, 
inexpensive, and expeditious as in States in that 
group.27

Furthermore, it is estimated that the cost of the 
delay to the lender due to the redemption period, which 
cost includes the loss of interest on the investment, 
accruing taxes, insurance, and depreciation, averages at 
least $2 per day on a $5,000 mortgage. From this 
estimate, it is apparent that an enormous waste occurs 
in those States in the third group, which have a redemp­
tion period of a year or more, and in some of those in 
the second, which require over a year for foreclosure.

The effect of these time and cost elements upon mort­
gage lending is obvious. In the first group of States, 
where the cost averages $55 and the time less than 3 
months, it is obvious that a lending institution can 
afford to lend as high as 90 percent on the value of the 
property at a low rate of interest as it does not have to

” See Russell, “Foreclosure Costa Id New York," Journal of Land and Public 
Utility Economics, August 1937, In whicb it Is estimated that 80 percent of the 
$5,000,000 which the n. O. L. C.will spend In the foreclosure of mortgages in New 
York State is a kind of “legalized waste.”

5=

Figure 4.—Real cstato foreclosure cost mop indicating the averago cost of foreclosure Id each State based on H. O. L. C. experience.
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carrying charges have brought the total debt up to a 
point where it becomes imperative that the lending 
institution foreclose to protect itself against loss.

On the other hand, a lending institution in a State 
in the second or third group, which has loaned $4,000 
on a $5,000 home, would find it necessary to foreclose 
immediately in order to protect itself from loss when 
the accumulated interest, taxes, insurance, and other 
carrying charges had raised the borrower’s debt to 
$4,500 by reason of the high cost of foreclosure or the 
cost of the delay caused by the long redemption period. 
Therefore, in these latter States, a lending institution 
is prevented from granting voluntary short moratoria 
to the borrower, during which time he might rehabilitate 
himself.

During the past 6 years, the Federal Government 
has been doing all in its power to sponsor long-term, 
amortized,single-mortgage lending on home properties28

50
deduct such a large amount from the value of the 
property or increase its interest rate to balance the costs 
which might arise if it became necessary to foreclose.

On the other hand, in those States in the second and 
third groups, where the average cost is $155, and the 
time, including the period of redemption, is greater 
than 1 year, it is apparent that a lending institution 
could not afford to lend with safety an amount in 
excess of 65 percent of the value of the property, which 
would prevent a borrower from securing a loan in 
many instances or necessitate his resorting to the 
dangerous practice of junior financing. If the lending 
institution did lend in excess of that percentage of the 
value of the property, it would be required to charge 
a high interest rate to compensate it for the risk 
involved.

A lending institution in a State in the first group, 
which has loaned $4,000 on a $5,000 home, is able to 
carry the borrower for many months after a default, 
during which time he may rehabilitate himself, before 
the accumulated interest, taxes, insurance and other

» The H. O. L. C., during its lending operations, refinanced 1,018,390 home mort­
gage loans, or approximately 1 out of every 10 mortgages in the country, on a long­
term (12- to 15-year) amortized (approximately $9 a month installment payment

i

Fig ub e 5.— 1 estate foreclosure time map indicating the average length of time required to foreclose in each State based on H. O, L. C. experience.
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instead of the short-term, lump-sum, multiple-mortgage 
lending, which was prevalent prior to that time, 
foreclosure laws and procedures of many of the States 
today prevent the complete realization of this program.

Furthermore, the raising of the Federal Housing 
Administration mortgage insurance limit as provided 
by the National Housing Amendments of 1938,30 which 
means, in effect, that the minimum down payment 
required of a home owner is reduced from approxi­
mately 20 percent to 10 percent of the price of the 
property, makes imperative the revision of the mortgage 
and foreclosure laws in many of the States, for the 
minimum down payment is thus reduced in many 
States below the cost of foreclosure and the cost of the 
delay to the mortgagee in securing title to the property.

By way of illustration, the minimum down payment 
on a $3,000 home financed by a Federal Housing Ad­
ministration insured mortgage would be $300; and 
according to Home Owners’ Loan Corporation experience, 
foreclosure cost, together with the cost of the delay to 
the lender (which may amount to $2 a day), would 
more than cancel out tliis down payment. Conse­
quently, in those States where the cost of foreclosure is 
in excess of $200, or where the mortgagor is entitled to 
a period of redemption of 1 year or longer, a 90 percent 
loan would be unattractive regardless of the fact that 
the Federal Housing Administration will insure a 
mortgage loan up to that amount of the appraised value.

In addition, the liberalization of title III of the 
National Housing Act of 1934 so as to make more 
attractive the incorporation of national mortgage 
associations also makes imperative the revision of the
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mortgage and foreclosure laws of the various States, if 
such institutions are to function smoothly. It is 
obvious that the more uniform, simple, inexpensive, and 
expeditious the mortgage and foreclosure laws of the 
various States are, the easier it will be for such associa­
tions to transact their business of buying and selling 
mortgages on a nation-wide basis.
Unnecessary Foreclosure 
Procedures and Costs

A study of the particular elements of cost (table I) 
which go to make up the total cost of foreclosure 
demonstrates that many useless expenses are incurred 
in foreclosure by reason of the unnecessary procedures 
required by the laws of the various States. Tables III 
and IV also set forth a break-down of the averages of the 
various elements of cost which make up the total cost 
of foreclosure in the four counties comprising the metro­
politan area of New York City.31

For instance, from table I it is to be noted that the 
cost of publishing in a newspaper a notice of the fore­
closure action accounts for approximately 29 percent 
of the average total cost of foreclosure in those States 
which require this method of notice. From table III, 
it is to be noted that average cost to the Home Owners’ 
Loan Corporation of this method of notice in the city 
of New York ranges from $124.30 in Bronx County to 
$45.47 in Queens County.

The publication of notice does Dot bring buyers to the 
sale and benefits no one except the newspaper obtaining 
the advertisement. Rarely does a person other than the 
mortgagee, or his nominee or a subordinate lienor, pur­
chase at the sale, and such persons have direct knowledge 
of the pendency of the sale. Publication of notice in 
excess of once or twice (to meet the requirements of due 
process of law in case no other notice is given) is an 
unnecessary expense.
Table III.—Elements of cost in total cost of foreclosure in the

4 counties comprising the metropolitan area of New York City,
based on 11. O. L. C. experience

29 The

>

per thousand dollars of loan) basis, with one mortgage securing all debts refinanced. 
This refinancing operation not only relieved homo owners in distress and helped 
liquefy the frozen mortgage assets of lending institutions, hut placed at least the 
1 out of every 10 mortgages refinanced on a sound repayment basis. The Federal 
Home Loan Bank Board and Bank System, by requiring as a condition to member­
ship in Its system, that the home-financing institution deal principally in long-term, 
amortized lending on the security of first liens; the Federal Savings and Loan System, 
by requiring as a condition to the granting of a charter that the institution deal 
principally in long-term, amortized lending on the security of first liens; the Federal 
Savings and Loan Insurance Corporation, by requiring as a condition to its insurance 
of accounts of a savings and loan institution that it deal principally in long-term, 
amortized lending on the security of first liens; and the Federal Housing Adminis­
tration, by requiring as a condition to its insurance of a mortgage that it be on a long­
term, amortized basis—have all given further impetus to the long-term, amortized, 
single-mortgage lending movement.

Short-term mortgage loans on home properties arc generally bad practice as they 
must be refinanced every few years with the high commissions and financing charges 
which that operation entails. Lump-sum mortgage loans are generally bad practice 
as they require repayment of the entire amount of the loan at one time or refinancing 
the loan with the high fees which that operation entails. Multiple mortgage financing 
of a single property is generally bad practice not only because of the high fees incident 
to the procurement of each mortgage, but of the increased dangers of default.

It may be estimated that, prior to the depression, approximately 50 percent of the 
home-mortgage financing of tho country was on a short-term, lump-sum basis, with 
many properties securing more than one mortgage. With the greater part of this 
percentage of the home-mortgage debt of the country falling due during the depression 
years, with lenders clamoring for repayment and refusing to grant extensions or 
renewals, and with borrowers unable to repay tho large lump-sum payments required 
by their mortgage contracts because of their reduced Incomes, the evils in this system 
of mortgage financing were laid open to scrutiny.

30 On homes costing $6,000 or less, from 80 to 00 percont of the appraised value of tho 
property, and on homes costing $10,000 or less, to 00 pcrcont of the first $0,000 of value 
and 80 percent of the remainder. Public, No. 421,.75th Cong.

New 
York 

County 3
Kings 

County1
Bronx

County1
Queens 

County iForeclosure fees and costs

Referee to compute...
Reforee to sell______
Advertising bill..........
Auctioneer's fee____
Attorney’s fees_____
Miscellaneous........... .

Total.................
Average loan amount. 
Time to complete___

$25.00
75.00 
74.52 
28.20

125.00 
4ft 91

$25.00
75.00 

124.30
28.80

125.00 
5L 30

$21.00
75.00
45.47

$25.00 
74.31 

165.73 
3a 00 

* 109.38 
52.39

1.80
J 120.00 

50.50
317.66 

6.735,40
396.86 

9.907.21
376.84 

6,738 95
430. 12 

8,07a 74
months.. 5.8 5.4 5.2 4.9

• Averages based on the actual fees and costs incurred by H. O. L. C. in 25 repre­
sentative foreclosure cases in each county.

5 Averages based on the actual fees and costs incurred by H. O. L. C. in 8 repre­
sentative foreclosure cases.

3 The fact that the average attorney’s fee in Queens and New York Counties was 
less than that in Kings and Bronx Counties is due to the fact that n. O. L. C. salaried 
attorneys were used in ono case in each county.

For an excellent analysis of the excessive costs and uncertainties in the present 
New York foreclosure procedure, see an article by Walter Fairchild in the Brooklyn 
Law Reriew, vol. VII, No. I (October 1937), pp. 1-14.
























































































































































































































































































































































